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THE DEMOCRATIC REVOLUTION IN MALAYA 


Neither the last-minute demonstration of 
Communist-inspired students in Singapore, nor the 
threatened boycott by intransigent party politicians 
in Malaya, can obscure the historic significance of 
the new order of rights and responsibilities now 
being instituted in that area. Indeed the activities 
of a small handful of refractory students in 
Singapore throw into greater relief the calm and 
orderliness of the democratic revolution there as 
compared with the civil war and violence which 
were employed in China. Commissions have met, 
listened to evidence, or studied Memoranda from 
almost every possible quarter and interest. They 
have drawn up their Reports, and their recom- 
mendations have been accepted almost in their 
entirety, despite the fact that both in Singapore 
and in the Federation these bodies were Over- 
whelmingly composed of local personnel. It is a 
striking vindication of the British way of doing 
things, or of getting things done, which is bound 
to impress the greater part of a closely watching 
Continent. Singapore is virtually all set to go on 
its new path of responsible elected Government. 
In Malaya there is still trouble, though every point 
of principle has been agreed upon. The small 
group who dictate the policy of the MCA-UMNO 
Alliance of Chinese and Malay politicians have 
threatened to withdraw their three Ministers from 
the Government, and Alliance members from the 
Legislative Council. Fulfilment of the threat 
would be serious. But Government would have to 
go on, and the only result would be to postpone 
popular government. Withdrawal alone would be 


an empty gesture. It would only be an impotent 
gesture which would almost inevitably be followed 
by the exercise of pressure in some form or other 
on the Government to make the gesture something 
more than a mere abdication. Even passive 
resistance would be dangerous and of comfort only 
to the enemy in the jungle. 


The constitutional proposals for the Malayan 
Federation provide for an elected majority on the 
Federal Council of six members. Fifty-two will 
be elected by popular vote. Forty-six members 
will be nominated and of these only five will be 
officials. The High Commissioner will have at 
his disposal a reserve of five seats for the repre- 
sentation of any important element which fails to 
find adequate representation through the electoral 
process, and to assist him in the discharge of his 
special responsibilities under the Federation Agree- 
ment. He will also choose two representatives for 
agriculture and husbandry and a representative for 
the aborigines. Except for these thirteen seats in 
a Council of 99 members (including the Speaker), 
the High Commissioner will have no control what- 
ever over the composition of the Council. The 
Trade Unions will nominate their four members, 
the Chinese Mining Association two, the Chinese 
Chambers two, and each State and Settlement 
Government will have one representative. The 
Alliance does not dispute these direct nominations 
by the interests concerned. But it wishes to do 
away with the reserve of five and to raise the 
number of elected members to three-fifths of the 
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whole. There is an assurance by the Secretary of 
State that should the majority Party in the Legisla- 
tive Council be unable to function effectively in 
Government, he would be prepared, in consultation 
with the Rulers, to agree to further amendment 
of the constitution in order to apply a_ suitable 
remedy. The Alliance itself insists that this is 
the fundamental question. The Alliance has the 
assurance that if it won the elections it would be 
in an effective position in the legislature. To ask 
for more than that, on threat of boycott, is to deny 
the assumption of responsibility on which constitu- 
tional advance is founded. 


In his letter to Tengku Abdul Rahman, one of 
the two leaders of the Alliance, Mr. Lyttelton dealt 
in detail with the six points of criticism against the 
proposals of the Federal Elections Committee. 
The desire of the Alliance leaders that Government 
servants should not be debarred from standing for 
election to the Legislative Council had been met to 
the greatest extent possible without eroding the 
vital principle of the impartiality of the civil 
servant in relation to politics. Second, the desire 
that there should be a simple majority vote in all 
constituencies had been met in full. Third, for 
logical and practical reasoms cited in extenso later 
in the letter, it is not possible to depart from 
the general practice in modern States that only 
citizens enjoy the right to vote. Fourth, the desire 
that nominated members of the Legislative Council 
should be eligible for ministerial office has also 
been met in full. Fifth, there is no difference 
between the two in the anxiety that the first Federal 
elections should be held as soon as possible. It 
is a practical impossibility to hold them before the 
end of this year, but they will be held as early as 
possible in 1955. Finally the Alliance desire that 
the majority Party in the Legislative Council should 
be able to function effectively in Government would 
be fully satisfied by his assurance that, if it were 
prevented from doing so by deliberate obstructive- 
ness, he (the Secretary of State) would at once 
ask the High Commissioner to consider with the 
Conference of Rulers how the situation might be 
remedied; and that he would be prepared, if 
necessary, to agree to amendment of the Federation 
Agreement in order to apply a suitable remedy. 
Mr. Lyttelton approved the recommendation of 
the Elections Committee that the roles of the poli- 
tician and the civil servant should be kept separate 
and distinct, but in agreement with the Rulers and 
the High Commissioner a modification is being made 
in the majority recommendations which would 
largely meet the wishes of the Alliance without 
endangering the fundamental principle involved. 
These are (1) that Government servants in the 
junior grade will, before polling day, be allowed 
to take one month’s leave without pay in order 
to stand as candidates; and (2) that for the 
first elections only Government servants in the 
senior grades who have reached the age of 46 on 
nomination day will be allowed to retire with the 


Tengku Abdul Rahman. 
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pension or gratuity which they have earned so far. 
To go farther than this would involve the risk of 
grave damage to the status and efficiency of the 
Federation’s civil service. Experience in the U.K. 
and elsewhere had taught the importance of being 
able to rely with complete confidence upon the 
integrity and impartiality, as well as upon the 
ability, of their senior civil servants. The Alliance 
demand for a three-fifths elected Legislature was 
a matter of degree only and not of principle, since 
it did not ask for so large a number of elected seats 
as to ensure that the Party which won the elections 
would always enjoy a clear majority. Mr. 
Lyttelton also replied to two points contended by 
These were that if the 
majority of elected members were no more than 
was at present intended, the people would not 
think it worth while to take part fully in the 
elections; and, second, that as no Party could hope 
to win more than 70 per cent of the seats, the 
present proposals would allow the victorious party 
too small a majority for it to function effectively 
in Government. The Secretary of State held that 
the Alliance need have no anxiety on the score of 
these submissions. There was already, he added, 
convincing evidence of the readiness of the people 
to play their part in elections without insisting upon 
an elected majority larger than that now contem- 
plated. In becoming the Government Party, the 
victorious party would be able to rely on the support 
of the three ex-officio members of the Council and 
also of the other official members, the Secretary 
for Defence and the Member for Economic Affairs. 
If the Party winning the elections set itself with a 
high sense of purpose to pursue sober and progres- 
Sive policies, it would enjoy the dependable support 
of a large number of other nominated members. “I 
am bound to express my conviction,” conéluded Mr. 
Lyttelton, “that at this moment, in this experimental 
stage in the advance towards self-government, the 
checks and balances provided by the proposed 
allocation of seats between the elected and 
nominated members, and by the quality of the 
nominated members who are likely to sit in the 
Council, are both necessary and desirable.” 


Unity and self-government should go together, 
said General Sir Gerald Templer in his farewell 
Press conference. He urged those who are not 
already citizens by law to repair the omission if 
qualified and said that by the end of May there 
would be 23 town councils in the Federation, each 
with a majority of elected members and 209 fully- 
elected local Councils. Steps were being taken to 
strengthen them and make them financially 
independent. On Federal elections, he stressed 
that the Party holding a majority of seats, and 
could command the support of a proportion of the 
nominated members, would have a _ controlling 
influence. On Malayanisation of the public service, 
he said that the number of Malayans in Division I 
had risen from 135 at the end of 1947 to 578 to-day. 
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BRITISH TRADE WITH 


The undredged bar across the river prevents ships from 
reaching the one-time treaty port of Tamsui on the north- 
west coast of Taiwan, the island the Portuguese called 
Formosa, but from the heights above the river, on the site 
of an old Dutch fort, the Union Jack flies proudly over 
the British Consulate-General in Free China. Farther up 
the silted river, stretched along the defunct, now water- 
less ‘bund’ of Taipei, the British merchants still conduct the 
Island’s trade with Hongkong, Britain, and the rest of the 
sterling area, despite the lack of diplomatic representation 
to the Nationalist Government. In 1953 Taiwan’s pound- 
sterling trade amounted to 11.33% of her imports and 
29.74% of her exports, while trade with Hongkong accounted 
for an additional 17.89% and 7.93% respectively. This is 
a considerable increase over 1952 and is far more important 
than the Island’s trade with the dollar area, despite Ameri- 
can support of the Taiwan economy. Basically the Island’s 
Japan-developed economy remains tied to its former 
‘mother-country’, and the Japan open-account US-dollar 
trade accounted for nearly 50% of the total in 1953. 


The economy of Taiwan is developing under American 
advice and with American aid, but all British merchants in 
Taipei agree that there is a market, and an important 
market, for British industrial manufactures. Although 
FOA funds allotted for the purchase of agricultural pro- 
ducts often specify the United States as the country of 
origin, contracts for industrial equipment are usually open 


to all countries on a competitive basis. This competitive 


attitude applies equally to imports financed by Taiwan itself. 
British merchants are further agreed that Britain and other 
sterling-area countries are not getting their share of the 
contracts through lack of proper commercial representation 
in Taiwan. They feel it is essential for British trade that 
manufacturers establish an agency relationship with one 
of the great import-export firms in Taipei. These agents 
will then provide to potential British suppliers the essential 
contract information, including terms and specifications. 


Chinese contracts are often drawn up on American 
advice and tend to duplicate American business practices, 
including performance bonds and late-delivery penalties, and 
American specifications. Although this practice gives a 
certain advantage to American ffirms, Taipei-based agents 
are able to advise which of the specifications may be altered 
by the non-American bidder and still have some chance of 
acceptance. The Chinese do not expect British and Ger- 
man producers to change their entire production techniques 
for contracts which must be relatively small. 


Despite complaints about the ‘undue conservatism’ of 
British businesses and their frequent refusal to make 
changes which British traders in Taipei consider reasonable 
under the exceptionable circumstances of the Taiwan trade, 
Taiwan imports from England last year amounted _ to 
£2.093,000 sterling; from Hongkong, some <£3,000,000. 
This volume of trade is not carried on without difficulties. 
Britain has no diplomatic representation on Taiwan, and 
the Consul is accredited as such to the Provincial Govern- 
ment. Although the Chinese accord him certain diplomatic 
privileges, his task is simply to assist British subjects on 
specific matters of complaint, and all problems are, accord- 
ing to British and Chinese authorities concerned, settled 
without recrimination. Only occasionally do the Chinese 
let the British see that they resent their recognition of 
Red China. 
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NATIONALIST CHINA 


More annoying than lack of diplomatic relations to the 
British on Taiwan is the complexity of trade regulations and 
restrictions, an annoyance they share with traders of all 
nationalities. Book-keeping fines occur in small amounts 
almost ‘every other day’, according to one embattled agent, 
and conflicting advice from various government departments 
has landed almost all the houses in trouble. But a recent 
National Government decree requiring the re-registration of 
all import-export firms should eliminate many of the 
smaller firms, some of whose tax-evasion techniques had 
necessitated the net-work of controls and_ regulations. 
Traders expect that the Island’s foreign trade will soon be 
conducted on a more rational basis. Lack of credit facili- 
ties and a high rate of interest furthers the traders’ diffi- 
culties. The small trader prefers to import from Hongkong 
or Japan, since letters of credit require a 100% cover and 
time becomes all important. Exporters often have to ex- 
tend credit to their suppliers and find it difficult to finance 
large-scale exports unless the firm is well-backed from over- 
seas. The Bank of Taiwan, a government bank, has the 
monopoly of foreign-exchange transactions, and suggestions 
that foreign banks establish branches on the Island to help 
finance international trade have been rejected. 


The multiplicity of controls is indicative of the Chinese 
attempt to plan and regulate their economy. Faced with 
the task of maintaining a,large army and finding employ- 
ment for several thousands of refugees from the mainland, 
the National Government has undertaken the heavy burden 
of economic development. The basis of the Taiwan economy 
is sugar. Her foreign exchange receipts depend primarily 
on the world price of this all-important commodity. Na- 
tionalist China depends, therefore, on Japan before all other 
nations, including the United States. Rice and tea are also 
vital foreign exchange earners, and economic development 
has centred mainly on agricultural projects, indicated by the 
importance of fertilizer imports. But the textile industry 
is developing, and hydroelectric power based on the waters 
from the great central mountain chain which is the back- 
bone of the island is the next essential on the list of priori- 
ties. 


Regardless of political developments on the mainland 
of China or elsewhere in Asia, the National Government on 
Taiwan has planned and is executing projects which require 
imports capable of being supplied by British and Common- 
wealth business. The cry of British merchants along Tai- 
pei’s seventy-year-old bund is not to let this potential 
market go by default. They feel that Taiwan is politically 
stable, with American aid economically sound, and impor- 
tant to Britain in this competitive world economy. 


* * * * 


TAIWAN EXPORTS, 1953, in order of importance: sugar, rice, tea, 
salt, citronella oil, banana, coal, canned pineapple, cement, camphor, 
paper and pulp, chemicals, metals, feathers, hat bodies, bamboo shoots, 
rice paper, fish liver oil, ramie, sisal, hemp, fruits, vegetables, Chinese 
medicine, lumber and timber, bamboo, cigarettes and wines, sea products, 
(from ‘cement’ on, each item is less than 1% of total). 


TAIWAN IMPORTS, 1953, in order of importance: ores and metals, 
fertilizers, too] machinery, pharmaceuticals, wheat flour cereals, wool and 
rayon products, crude and fuel oil, beans and peas, vehicles and vessels, 
food and drink. 


— Frank H. H. King — 


(Hongkong University) 
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INDUSTRIAL POLICY IN CEYLON: A RADICAL CHANGE 


The Cabinet reshuffle that followed the appointment 
of Sir John Kotelawala as Prime Minister of Ceylon brought 
a new face and a new brain to the Ministry in Colombo 
which in the last few years must have had about all it could 
stand of criticism—the Ministry of Industries. The new 
face and brain were those of Sir Kanthaiah Vaithianathan, 
ex-civil servant and one of Ceylon’s leading administrators. 
With the industries portfolio he also took on two other 
headaches—housing and social services. Sir Kanthaiah, be- 
lieving that a new broom should sweep as clean as pos- 
sible, issued a memorandum to his staff, which was allowed 
to leak to the local press, in which he outlined the new 
policy to be applied to manufacturing industries. And a 
new policy was needed badly énough, for of all the mistakes 
that had been made in the first flushes of independence, 
the State’s commercial undertakings could show the highest 
score. 


During wartime a number of factories were established 
in Ceylon to manufacture goods in short supply. A steel- 
rolling mill was built, chiefly out of rehabilitated second- 
hand machinery, to use scrap as raw material. A paper 
factory was built, which supplied cigarette papers to the 
tobacco companies, but when peacetime supplies came it 
had to fold up. A glass factory was built, which eventually 
turned out more broken glass than whole articles. Indus- 
trial workshops were established in various parts of the 
island—a good idea in itself, but in the event a badly 
managed one when it came to practising the theory. When 
peace came, the Government hung grimly on to these fac- 
tories, and for several years continued to run them at 
heavy losses. They were often used as political pawns; 
even the most menial jobs were given to local voters to 
secure votes, thus inflating the staffs. A wearisome suc- 
cession of experts and alleged experts sat in the chairs 
of management. Time came for the cleaning of the Augean 
stables in 1952, when a preliminary report on Government 
Commercial Undertakings appeared. All were swept away, 
except for three, which might conceivably show dividends 
under a stricter regime. They were a cement factory in 
the north of the island at Kankesanthurai, a plywood fac- 
tory, and a leather tannery and factory, both the last 
near Colombo. Four more are in process of construction, 
for ceramics, vegetable oils, paper and caustic soda. The 
total of the capital expenditure on all the seven factories 
will be of the order of Rs 150 million. Even these factories 
are not to remain the sole property of the Government for 
long; legislation is to be passed to form Corporations to 
take them over individually, and shares in these Corpora- 
tions are to be offered to the public as and when it is judged 
that the local investment market may look kindly on the 
offer. Most of them, therefore, will end up either as public 
companies in everything but name, or as joint public-private 
corporations, 


Henceforth the new policy for industry in the Ceylon 
Government will be “everything but the business risk”— 
the Government will establish research bodies to test arti- 
cles, calculate costs, seek out opportunities and suggest sites; 
it will lend money; it will obtain foreign skilled personnel. 
But the private sector will do the rest. The Department of 
Industries is going out of the entrepreneur business al- 
together, and confining itself to some solid cheering from 
the sidelines. Just how successful will this new policy be? 
That is difficult to say, especially in view of the fact that the 
number of potential investors among the private income- 


earners in Ceylon is very small. But there is certainly some 
spare capital lying around in wait for opportunities, and 
the Government means to find out what those opportunities 
look like. Generally speaking, they will probably lie more 
in the fields of light engineering and consumer goods than 
anywhere else. Heavy industry is unlikely—Ceylon has no 
iron, no coal, no oil. But it has hydro-power, and cement 
materials, adequate communications and one of the best 
ports in the East (or it will have when the Port Develop- 
ment Scheme, at present being carried out by a French 
subsidiary of Schneider-Creusot, is complete sometime next 
year). These consumer goods industries will probably feed 
the local market first, but there are export opportunities 
to be taken. Canned fruits are already selling abroad. 
Local soaps have been exported to the Middle East for some 
time. Specialised processing machinery for tea and rubber 
is attracting attention in Malaya and India. Small factories 
making cheap shirts out of Japanese cloth have found that 
they can compete with the imported article in a range of 
prices—not as low as the Hongkong range, and not as high 
as the American, but somewhere in between. 


What the Department of Industries would like to see 
would be the establishment of a large number of small 
firms, employing about 10 to 20 people in workshops on the 
Japanese pattern. Whether this policy is the right one re- 
mains to be seen—the Japanese system has behind it a 
sound backing of distributing and marketing organs which 
have not yet appeared in Ceylon. In Japan, the raw ma- 
terials and part-assemblies are very adequately channelled 


into the workshops by large concerns, and the finished goods | 


are collected and sold likewise. In Ceylon, the outworker 
type of system fed by the large middleman has never suc- 
ceeded yet. The middleman in Ceylon is still the target of 
considerable abuse. To by-pass him would require a Gov- 
ernment super-marketing-department (which it has not 
got), which is as likely to get tied with red tape as all 
its forerunners among the industrial ventures of unhappy 
memory in the island. 


JAPAN TRADE GUIDE FOR 


THE YEAR 1954 


The Japan Trade Guide for the year 1954 has just 
been published and is on sale at the offices of the Far 
Eastern Economic Review, 322 Queen’s Building, Hong- 
kong (Tel. 32429). 

The de luxe edition of the Trade Guide costs HK$63, 
and the popular edition HK$17.20. 

A limited number of copies of the Japan Trade Guide 
for 1953 are also for sale at $20 (de luxe edition), and a 
few books of de luxe edition of the Japan Trade Guide 
for 1952 are for sale at HK$15. 


The Japan Trade Guide is an essential reference book 
for bankers, traders, manufacturers, librarians, economists 
‘and students of contemporary Japan. 
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POLITICAL & ECONOMIC PROBLEMS OF THAILAND 


The large number of apparently unassimilable Chinese 
mainly in the cities and towns of Thailand continue to form 
the principal national problem which the Government, the 
military forces and the Siamese people have tried to solve 
in devious ways. The present rule exercised by a junta 
of patriotic officers in the armed forces including the police 
is largely the result of the incongruent internal situation 
which is dominated by the oversea Chinese problem. In 
recent years the Thais have scored successes by gaining 
steadily in the control of the economy which previously was 
very largely managed and manipulated by the Chinese. 
There has been ccnsiderable effort on the part of the young- 
er generation of the Chinese to become Thais and to aban- 
don the ways and habits of their ancestors. But the racial 
pride of a large number of Chinese which  wmilitates 
against assimilation remains a_ strong factor’ upsetting 
efforts to integrate the Chinese into the Thai nation. Since 
the emergence of the regime in Peking a new development 
has taken place: on one hand many oversea Chinese (born in 
Thailand or recent immigrants) have found it convenient 
to become Thais and have tried hard to obtain Thai citizen- 
ship and to convince the Thai authorities of their sincerity. 
On the other hand many especially younger Chinese have 
discovered that the communist regime has restored a new 
glory to China, that their ancient home country is now on 
the way to rise to a world power and that therefore to aban- 
don one’s Chinese birthright would be folly. Developments 
in China have always a strong influence on the attitude 
of the Chinese in Thailand and therefore on _ the vexed 
problem of Sino-Thai relations both domestically and for- 
eign. The Thai people while envying the Chinese for their 
business acumen and success harbour no friendly feelings 
towards them; a fear complex has even been noticed though 
under the present energetic regime of army officers in 
Bangkok the people generally believe that the Chinese 
problem will eventually be solved in a manner satisfactory 
to the Thai nation. 


The Royal House, the Throne, the King remain the 
beloved foundations of the state and no Thai would ever 
contemplate to do away with the royal tradition. The 
military while arrogating to themselves power are acting 
from a genuine motive of bringing salvation to their na- 
tion. It is a benevolent though sometimes corrupt dictator- 
ship, ruling the country with moderation and in conformity 
with royal wishes. The democracy of the western type is 
acknowledged as a superior form of government and some 
shadow of this political institution is maintained; but to 
expect the functioning of parliamentary democracy in 
Thailand is most unrealistic as the people’s literacy and 
political consciousness is on a low level. It is questionable 
whether a democratic administration could do better for 
Thailand than the present regime composed of earnest, 
hardworking, devoted, patriotic men. The Buddhist reli- 
gion is a living faith in the country. This is a matter which 
cannot be too strongly emphasised as influencing the life 
and outlook of the people. Buddhist principles have al- 
ways been observed and had a most fortunate effect on 
all facets of life. The nation is basically wealthy and there 
is no ground for anybody feeling a sense of dissatisfaction 
or frustration. Life remains in this neurotic age of ours 
pleasantly harmonious in Thailand, and outside influences 
could not upset traditional patterns of life in an essentially 
agricultural and prosperous nation. The resources of the 
country are very large and development of communications 


will bring to the Thais enormous riches. Space is vast 
and the population relatively small. If left to themselves 
but aided by advanced nations in an unselfish way, as the 
US has done in postwar years—a fact which the Thais very 
deeply appreciate—Thailand can become a paradise. In- 
dustrialisation is slow but recently the tempo has been in- 
creased. As yet there does not exist an industrial pro- 
letariat and with some foresight of the official industrial 
planners no such proletariat in the bad sense will arise. 


Communism has hardly any followers in Thailand. The 
government is strong and the only danger could come from 
the alien Chinese who might find it advantageous to aid a 
communist movement if such a movement guarantees them 
certain privileges. Many young Chinese have left for 
Swatow and some other places in south China—the vast 
majority of Chinese in Thailand are Chiuchow people— 
and this fact while welcomed by the Thais as it resulted in 
a decrease in the number of aliens has also increased their 
suspicions about the political attitude of many Chinese re- 
sidents in Thailand. It has been noted with some alarm 
that all over southeast Asia there has been a movement of 
young Chinese (many of whom were born overseas) to 
China and very often these emigrants paraded their com- 
munist convictions boldly and proudly. That very many 
Chinese pledge allegiance to the regime in Formosa has not 
placated the apprehensions expressed when the migrations 
to China multiplied. 


It is therefore understandable that a distinct pro- 
Japanese sentiment prevails in educated circles in Thailand. 
The more Japanese and their firms come to settle in Bangkok 
the better; Tokyo-Bangkok relations, always friendly, have 
become cordial; the wartime alliance is not regretted—on 
the contrary. The present premier and many of the high 
officers in power have cooperated with Japan during the war 
years. Buddhism in Japan and the growing power of resur- 
gent Japan are other factors, influencing the Thais to wel- 
come an alliance with Japan. As Japan is virtually America’s. 
ally and is regarded as the principal nation to resist com- 
munism in Asia, Thailand’s government is only concerned 
about the delay in Japan’s rearmament and her re-assump- 
tion of Asiatic leadership. Elsewhere in southeast Asia. 
similar feelings are being voiced. The danger of com- 
munist China, with her rising armed might, is keenly felt. 
A powerful Japan could balance this danger. 


Prosperity in Bangkok is best illustrated by the grow- 
ing urbanisation of this ‘vast village’. Land prices have 
risen everywhere but especially in the Yawarad/Rajawongse 
area, then in the Sri Phya/Sathorn area and in the Raja- 
damnoen district. Land speculation is rampant. Buildings 
are being erected in great numbers. The government and 
all provincial and local authorities, the armed forces and 
the police are building and building, and the Siamese archi- 
tectural style is developed and everywhere applied—still 
another expression of the healthy renascence of Thai na- 
tionalism. Private builders are also doing their bit to con- 
tribute to the ever-widening prosperity of the nation. 


Alien merchants have been often accused by the Thai 
authorities to indulge excessively in profiteering at the ex- 
pense of the national economy. The Government is desirous 
of imposing more controls but to carry them out efficiently 
more qualified personnel is necessary and to train such men 
will require many years. The ‘immorality’ of merchants has 
caused, according to the Government, the imposition of 
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import control—but the merchants argue that by force of 
the capitalist system they are operating as they do with 
the profit motive as the principal guidance and that the 
Siamese economy in its present stage is vulnerable by virtue 
of its dependence on a few export products to pay for im- 
ports. Merchants do not want to restrict their business 
voluntarily, they stimulate demand for imported goods so 
as to have better sales and it is not their concern where 
the money is to come from to pay for such imports. This 
is most unpatriotic behaviour, say the Thai authorities, and 
as the majority of merchants are aliens, mainly the ac- 
quisitive Chinese, it is they who incur the wrath of the 
authorities. The logical and ‘patriotic’ thing to do is to 
balance imports and exports; if export proceeds decline, due 
to whatever reasons even if within the possible control of 
the Thai authorities, imports will have to be curtailed. But 
this is a matter contested by many merchants who profess 
sympathy with Thailand’s problems but desire to maintain 
or to increase their import business even if it means 
weakening of the Thai baht position in foreign markets. 
Idle money is plentiful in Bangkok and investments in the 
country are not as great as such funds would warrant; mer- 
chants prefer to use their money in trade (“manipulation 
of markets”, is officially being charged) and they always 
find means and ways to secure loans even at verv high in- 
terest; and keeping large stocks is considered a better in- 
vestment than fixed-interest bearing investments—inciden- 
tally no stock exchange exists in Bangkok which is in itself 
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a factor stimulating trading activities. Without properly 
realising it many importers have undermined the exchange 
value of the baht by creating an artificial shortage in for- 
eign exchange with their heavy imports. The people of 
Thailand are being ‘educated’ to use more foreign goods, 
to appreciate many things for which in a tropical country 
there is less genuine demand; but at the same time the 
productivity of the country is only slightly advanced with 
the result that the balance of trade tends to be passive. 
Only by true cooperation between Government and the 
merchants can the economy of the nation be expected to 
remain sound and prosperous. But the Thai _ authorities 
have little confidence that they will receive that cooperation. 
When they were compelled to impose last year import con- 
trol for the sake of conservation of exchange—a _ very 
generous control permitting ample supplies to be shipped 
to Thailand—many traders disagreed with this measure and 
price hiking started with resulting excess profits by com- 
modity hoarders. Energetic action by the Government, re- 
inforced by hints that alien merchants could be deported 
if found to be acting contrary to the wellbeing of the 
nation, caused the ‘market’ to become more sensible and the 
price ramp was broken. The Thai people felt grateful for 
strong action by their Government and its prestige rove 
further. There is always a ‘cold war’ on between the Thai 
Government which wishes to stabilise cost of living and 
the majority of merchants who are intent to promote nothing 
but their individual businesses. 
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PROSPECTS FOR HONGKONG’S PROSPERITY 


Visitors from Far Eastern countries have always com- 
ment in amazement and surprise on the enormous number 
of new buildings and the apparently unending building 
boom. There are no places in the East with the exception 
of Tokyo, a city now nearing a population of 8 million 
against only 2 million in the twin cities of Victoria and 
Kowloon and some % million in the rural area and small 
towns in the New Territories, where can be found so many 
amusement and eating places—and still more such places 
are being built. In spite of losses sustained by a large 
number of restaurants in 1953 and not too promising pros- 
pects this year the expansion of restaurants, tea rooms, 
Chinese style eating places, cafes and the like is increasing 
in tempo. Luxury restaurants, many with dance bands, 
are on the increase although existing places are struggling 
to keep afloat and the purchasing power of the population 
has declined and is bound to decline further. Stores and 
shops of every description are also growing all over the 
Colony; many of them being elaborately designed and ex- 
pensively furnished. The trend to modernise homes, offices, 
shops, public places is very marked here; airconditioning 
and refrigerators are found even in the suburbs and stylish 
interior decorations are now, at considerable expense, made 
in the majority of public places. Obviously the community 
lives far beyond its means and its earning power in a period 
of recession. Nowhere in an Asian city can one see such 
continual and large-scale improvements and expansion of 
the built-up area. The question is asked: where does the 
money for these enormous investments come from and are 
they all sound or often precarious? There have been many 
losses and business failures but profits of a relatively small 
group, representing in the main local vested interests, have 
also been impressive. Can the people here, by and large, 
afford to live so well, in modern flats, enjoying all the 
comforts and plumbing? Local prosperity remains high 
relative to neighbouring countries but the trend is down- 
ward. Building (for housing) has led observers to believe 
that HK enjoys a false prosperity. The basis for our econo- 
mic well-being appears shaky. Tourism, especially US per- 
sonnel, is bringing very large profits to the community. 
This invisible export cannot be too strongly emphasised; 
it meant survival for a large number of business firms and 
individuals in 1953, and it will remain so this year. The 
‘US imposed embargo’ has indirectly led to HK being made 
a recreational base for US forces in the Pacific. This has 
probably brought more money into HK than any trade 
could have done if strategic goods could have been shipped 
into China—in which case such shipments might have been 
made largely without the good intermediary services of 
HK. There is now a tendency to look to industry as the 
future backbone of HK’s economy, and to depreciate the 
role of HK’s entrepot trade. Political developments in 
China and elsewhere in the East will decide the future of 
HK entrepot trade. Meanwhile the resident has to resign 
himself to the fact that a lean period is to be faced, 
primarily so because the trade with China, which has main- 
tained the vast majority of the innumerable Chinese trading 
firms, is on the downgrade. 


* * * 


Trade with China has declined not so much as result 
of the ‘embargo’ but because of political changes in China. 


The UN action restricting trade with China only tended to 
speed up Peking’s trade policies which were aimed at direct 
trade and gradual exclusion of middlemen and entrepots 
(like HK). Even if exports of selected strategic materials 
could be shipped to China, HK would not much benefit 
from such a partial lifting of the ‘embargo’. Prospects of 
HK-China trade remain dismal and practical businessmen 
cannot optimistically view these commercial _ relations. 
Foreign businessmen with experience in China are of the 
opinion that doing business in China will be impossible and 
ail branches in Shanghai etc. will have to be liquidated or 
sold to the Chinese. (‘Branches’ also include factories, 
godowns, other physical assets of foreign firms with head- 
offices abroad). Foreign banks are anxious to close down 
their branches but have not yet secured official permission 
in every case. 


The principles of Peking’s trade policies have been 
clear—they are copied from the USSR and the Soviet 
export monopoly, ete. If HK can be _ circumvented, 
it will be done—also but not mainly for political 
considerations. Already in 1949 local and Macao com- 
munist agents spread the ‘rumour’ that Peking was going 
to freeze out these two foreign colonies. Recent develop- 
ments in East-West trade have made it appear as if these 
predictions were not ‘rumours’. Only if and when HK 
with its facilities for trade and finance can be of use or 
be utilised will some China trade be routed via HK. Peking 
does not publish trade statistics, only gives dubious per- 
centages for business done with communist (75% of total) 
and capitalist states (25%). These percentages cannot be 
trusted as China has traded with capitalist states in large 
figures and to assume that she has done business with the 
non-capitalist states far in excess of the former figures is 
unrealistic. Trade with ‘free world’ nations has been done 
on the basis of bilateral agreements and barter, usual L/Cs, 
payment on delivery, L/Gs. Imports into China via Pearl 
River ports, unless paid for in Chinese exports (barter), 
are usually paid by Chinese agents in cash (often US notes) 
to the seller on board ship. Barter is often conducted in 
unusual forms: China buys machinery at a high price 
(very profitable from seller’s point of view) but forces 
seller to accept in payment certain China produce at very 
high ‘floor’ price (which seller, i.e. often manufacturer of 
machinery or his agent, finds difficult to sell even at a 
loss, but getting out of whole transaction with small 
profit due to his large profit made on export to China). 
Peking’s exchange resources are low; therefore an export 
drive a la Peking is underway. Anything exportable, even 
imposing sacrifices on the peoples, is being collected and 
shipped overseas to exchange it for raw materials and 
capital goods. 


For some time to come trade with China will be con- 
ducted in HK at a rate more or less as today; China will 
make use of HK for getting rid of such exports as can 
be sold only with difficulty in foreign markets and also in 
order to meet orders placed by HK firms (who have re- 
ceived orders from foreign countries where trading through 
HK is preferred because of proper quality-quantity checks, 
claim facilities, payment by L/C, easy shipping) and fur- 
ther China will supply HK’s own (domestic) requirements 
(fresh food etc.). HK will continue exporting to China 
as long as local shippers and foreign clients (suppliers) 
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are willing and able to accept Peking’s L/G (letter of 
guarantee) system which means many months’ waiting be- 
fore payment, usually in Tientsin, is made, all the while 
running the risk of learning that part or whole of cargo 
Was rejected on arrival in China port and subsequent ‘in- 
spection’. Imports from and exports to China, via HK, are 
bound to slowly decline because of (1) increasing barter 
and direct (bilateral) trade, (2) low export earnings by 
China which depress its purchases, and (3) Peking’s selectivity 
in purchases, often of industrial equipment which can be 
supplied by European industry with no middleman being 
required. 


Much has been made here of the evil effects of the 
“US imposed embargo’. The underlying facts of the econo- 
mic changes in China, after 1949, and its implications were 
not well understood here. When the ‘Embargo’ came, 
smouldering anti-US feeling (for a variety of reasons also 
shared by British businessmen) broke out into accusing 
the US for its high-handed action. The decline in China 
trade had been long in the offing. Many cpen-minded 
businessmen and financiers here considered long ago the 
traditional entrepot position of HK as shaky and inade- 
quate as the foundation for the prosperity of the com- 
munity. They have tried to build up, already since the days 
of T.V. Soong’s finance ministership in 1948, other markets 
and to develop light industries. Expansion of sales of local 
products has proved to be encouraging and it continues 
thus leading to further manufacturing industry’s expan- 
sion. Recent speed of our ‘industrialisation’ is impressive 
—but not always showing investors’ sound sense. There 
is a certain risk factor in further industrial growth. The 
domestic market is limited to 2% million people, most of 
whom are typically Asiatic-type consumers. The Far East 
is the main market for local manufacturers. The long-range 
outlook appears not very favourable as_ industrialisation 
(aiming at self-sufficiency in clothing, processed foods and 
other light industrial products which are HK’s principal 
manufacturing lines) in F.E. countries is being promoted. 
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A recession in Indonesia, Thailand, Malaya etc. will affect 
HK severely. 


* * * ** 


The Chinese are proverbially industrious and _ in 
favourable environment such as exists in this’. British 
Colony they will inevitably prosper. In the past the Chinese 
from Kwangtung and Fukien have streamed to countries 
where better economic conditions prevailed than at home 
and they usually made good abroad. They rarely try to 
acclimatise themselves to the new social surrounding and 
they retain the typical Chinese mode of life. When com- 
pared to the easy-going peoples in Southeast Asia the 
Chinese would seem to be economically superior as he is 
used to live frugally, and _ industrially. The fortunate 
peoples in Southeast Asia can afford to live under less 
strain—and so they used, in the past and especially under 
European colonial rule, to lose ground to the Chinese im- 
migrants. The old Chinese residents in Hongkong found 
out about the spirit of ‘industriousness’ of their kinsmen 
from the mainland when after the last war a great immi- 
gration movement set in which was mostly fed from 
Shanghai. Then the more easy-going Hongkong Chinese 
faced a situation somewhat similar to the one experienced 
by the Southeast Asians; the new immigrants, coming from 
a temperate zone and imbued with zest and ambition, proved 
in many ways superior to the local Chinese, the ‘Punti’. 
Much of the new enterprise, so conspicuous in manufactur- 
ing and in housing construction, was due to the efforts of 
the Shanghai Chinese, and it was they who went to work 
with a vengeance to modernise and Americanise ‘good old’ 
Hongkong. The Shanghai and other Northerners brought 
capital and brains. The progress and the overdevelopment 
of Hongkong today, giving much more cause of concern to 
conservative economists, is largely the result of the work 
of these immigrants. Of course, they found a favourable 
environment and this was the pre-condition of their suc- 
cess but the work, the spirit, the energy and part of the 
finance was mainly contributed by the people from Shang- 
hai and North China. The ‘punti’ did not always like these 
‘encroachments’ and he developed often an antagonistic 
spirit reminiscent of the tension between oversea Chinese 
and the ‘natives’ in SE Asia. 
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GILMAN & COMPANY LTD. 
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OF 


EVENTS IN EAST ASIA 


Peace Negotiations: The deadlock on Indochina and 
Korean talks turned more and more complicated while 
neither side yielded any ground. The West’s stand was 
firm in Geneva but: France’s position in Indochina was far 
from strong. Vietminh troops continued to advance to- 
wards Hanoi. Cannon shells on battlefields are more im- 
pressive than empty talks across conference tables if one’s 
aim is to gain more ground. The aim of the East Asian 
Conference was supposed to be finding peace for Korea and 
Indochina! Preparation for more war has been intensified 
on both sides while meetings dragged on. Neither side has 
any confidence in the negotiation and both are anxious to 
pin the blame of failure on the enemy. Only England in 
her peace-maker’s role is apparently working a way out 
of the deadlock. Mr. Eden is indeed a very busy and lonely 
man in Geneva. But if peaceful negotiations fail to stop 
the little wars, what of the future? In Washington, United 
States gave the military leaders of Britain, France, Australia 
and New Zealand estimates of US forces to be readied in 
emergency defence of South-east Asia. Thailand and 
Philippines would probably join the meeting which would 
develop into the long-talked-about “Southeast Asian De- 
fence Pact.’’ Whether or not this will discourage the 
Communists from risking a wider war is yet to be seen. 


US-China Negotiations: For more than forty days, US 
delegates in Geneva refused to have any direct contacts with 
Chinese delegates. But last week, US and Chinese officials 
started talks on the future of American and Chinese na- 
tionals in each cther’s country. US delegation stressed that 
informal contact with the Chinese delegation does not imply 
any measure of diplomatic recognition of China. The Chin- 
ese, however, made full use of this for her propaganda. 
There are 93 American civilians in China of whom 322 are 
in prison, three presumed under arrest and 19 unable to 
obtain exit permits. US military personnel under arrest 
are—18 from the US Air Force and 11 from the Navy and 
Coast Guard. The Chinese delegation alleged that the US 
‘detained’? about 5,000 Chinese citizens, mainly students, 
in America, but the American authorities denied this. How 
this could be worked out satisfactorily is one of the many 
riddles of Geneva. The Chinese are patient. They have 
another four months and two weeks to run on their hotel 
reservations and have even taken an option on a further 
six months. China certainly has everything to gain and 
nothing to lose from conferences. 


Korea: Korea was impatient and threatened to recall 
her representatives from Geneva. ‘“‘America is losing too 
much face every day” said President Rhee. He had not 
abandoned the idea of the use of force or the threat of 
force for the unification of Korea. Rhee was anxious to let 
loose his army over the 38 parallel to unify Korea by force. 
Maybe he was not boasting, for US Army Secretary Mr. 
Robert T. Stevens said recently in West Point, “Korean army 
is now the fourth largest in the free world.” He did not 
mention the first three. In addition to her new army, Korea 
got 1,815,000 tons of foreign aid goods during 1953. Korea 
is therefore as anxious to mobilize her newly acquired 
strength as a child with a new toy. In her relations with 
Japan, Rhee recently announced that Korea had no “desire 
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to humiliate the Japanese people or Government” before re- 
suming talks between the two countries. What Korea 
wants, said Rhee, “is that Japan recognise the legality of 
the Korean Republic, cancel their Treaties of Protectorate 
and Annexation and drop all claims against former Japanese 
property in Korea.’ Negotiations to re-establish full-scale 
diplomatic and trade relations between the two countries 
have failed three times. 


Jzpan: At the recent session of the Diet, Liberal Party 
under Yoshida voted to pass the bill which recentralises con- 
trol of the Police in the National Government. The Social- 
ists bitterly opposed this as reversion to Japan’s prewar 
state of Fascism. The extreme right-wing nationalist or- 
ganisations decided to form a political party known as the 
“Patriotic People’s Federation” which would put up candi- 
dates in the next general elections for the Lower House. 
The formation of the party is the first public move by ex- 
treme rightists to re-enter the field of politics in Japan since 
the end of the Allied occupation in April 1952. The party 
would neither support the policies of Russia nor that of 
United States. Their policies would be based on public 
opinion in Japan. The Progressive Party called for a $4 
billion build-up of Japanese military strength in a five-year 
defence plan while the Communist Party announced that 
they would shortly launch a “massive movement” to over- 
throw Yoshida’s Government. The Communists would or- 
ganise a united front among democratic forces to oust 
Yoshida. 


Taiwan: Taiwan planned to set up a Supreme National 
Defence Council as the highest level policy-making organ to 
direct general mobilisation in the war against the Com- 
munists. This Council would have full jurisdiction over 
military, political, economic, educational and transportation 
matters. On domestic affairs, Formosa’s new Governor Mr. 
C. K. Yen pledged that his new provincial administration 
would bring about better working conditions and a reason- 
able living standard to the people of the island. “It is only 
through achieving these prerequisites that we can win the 
confidence and the patriotic feelings of the 9 million people 
at home, 12 million overseas Chinese abroad and 450 million 
people on the mainland, paving the way for us to return to 
the mainland and complete our revolution.” This sounds 
very emotional and tearmoving. Let us hope against hope 
that this time there will be some real improvement. We 
have disappointed the 450 million long enough, let us not dis- 
appoint them any more. It is never too late for the butcher 
to turn into a buddha as the old saying goes. 


Indonesia, Thailand & Philippines: In the race of in- 
dependence, Indonesia is one step ahead of Indochina. 
While Indochina will be satisfied with independence within 
the French Union, Indonesia wants to liquidate the Dutch- 
Indonesian Union under the Dutch Crown. She also wants 
the transfer of Western New Guinea to Indonesia. A dele- 
gation will be sent to the Netherlands this month for dis- 
cussions with the Crown. 


In view of the situation in Indochina, Thailand approach- 
ed US for more aid and requested that United Nations 
send observers to watch for any signs of Communist 
aggression against Thailand. A Thai _ military mission 
would be sent to Washington to discuss the matter 
directly with the Defence Department. The _ increase 
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of Thai forces would provide for the creation of 
regimental combat teams to be equipped with tanks and 
an air force with jet fighters and bombers. This would cost 
US an annual aid of $100 million as Thailand has not the 
economic strength to do so herself. In addition to equip- 
ment, modern airfields would have to be built which could 
be beneficial to Thailand’s allies in an emergency. 


The Philippines called on the US for immediate imple- 
mentation of the Defence Treaty between the two countries 
up to a joint US-Filipino Defence Council. The Philippine 
Government expected that such talks would lead to the 
eventual increase of US military aid. Everyone is looking 
towards America for help and leadership. Will the much- 
abused Uncle Sam have enough strength, patience and wis- 
dom to give timely help and wise leadership to the right 
people in a proper way towards a justified cause? 


NATIONALISATION 
PHILIPPINES 


The Philippine Government recently introduced a 
series of measures of an ultra nationalistic nature to cur- 
tail or exclude the business in the Philippines of foreign 
merchants and banks. A bill was introduced for instance 
to preclude branches of foreign banks in the Philippines 
from accepting local deposits whether savings, fixed or de- 
mand after five years of the approval of the bill. Foreign 
banks at the present guarantee with their outside resources 
the prompt payment of all their liabilities in the Philippines. 
These banks have contributed very materially to the de- 
velopment of the Philippines in the last 100 years and this 
example of legislation is one that can only result in great 
harm to Philippine economy. It is a question of cutting 
their noses to spite their faces. 


All these bills however, with one _ exception, were 
shelved last month on the orders of the President. The 
remaining bill—House Bill No. 2523— is an act to regulate 
the retail business. It was expected that this would be 
signed by the President. The bill may be summarised as 
follows:— No person who is not a citizen of the Philippines 
and any association, partnership or corporation the capital 
of which is not wholly owned by citizens of the Philippines 
shall engage directly or indirectly in the retail business. 
Such persons or firms or corporations may, however, con- 
tinue until their death or voluntary retirement in the case of 
individuals or for ten years in the case of partnerships or 
corporations provided the business is permitted to be con- 
tinued by licence which may be forfeited for any violation 
of any provision of laws on nationalization, economic con- 
trol, weights and measures, and labour and other laws relat- 
ing to trade, commerce and industry. No more licences 
are to be issued. Licences to engage in retail business must 
be renewed from time to time by Government. The bill 
will affect all foreign firms and is being opposed by all of 
them including Americans who, however, are unaffected by it 
so long as the Bell Trade Act of July 4, 1946 is effective. 

In our issues of June 3 and 10, under ‘Far Eastern Com- 


merce’ we have referred to the nationalisation of retail 
business and Chinese objections to it. 


IN THE 


NORTH BORNEO PROGRESS 


New building in Jesselton, capital of North Borneo, 
has well progressed last year and in_ recent months a 
number of new buildings have been finished. The most 
outstanding structure in Jesselton is the recently opened 
branch of the Hongkong & Shanghai Banking Corporation 
which is the largest building in the Colony and cost Malayan 
$1% million. Two pictures of the Bank are published on 
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this page showing the whole structure and the entrance to 
the banking hall. The building was designed by the well- 
known architect Mr. Minutti and erected by China Con- 
struction Co. Ltd. It stands midway between the wharf 
and the shopping area of Jesselton and is one of the most 
convenient and suitable sites in town. The bank was 
furnished by Roneo Limited whose _ representative spent 
some months in Jesselton in the course of the work. 


The entrance to the Banking Hall of the Bank in Jesselton. 


At the opening ceremony of the Bank, on May 22, the 
Governor Mr. R. E. Turnbull also referred to the progress 
of Hongkong and the role the Hongkong & Shanghai Bank- 
ing Corp. played in the postwar recovery of it. Mr. Turn- 
bull said: A most remarkable institution of work and 
producticn opened the field for commercial enterprise, and 
a bold and vigorous policy was given by the immédiate post- 
war history of our friends in Hongkong: the swiftness of 
the recovery and the quite sensational prosperity of Hong- 
kong in the immediate postwar years was the envy of the 
world. Much of the credit for what happened there goes 
to the knowledge and foresight and courage which enthused 
and evolved the policy and action of the Hongkong and 
Shanghai Banking Corporation. 


The building of the Hongkong & Shanghai Bank in Jesselton. 


In Sandakan, the largest town in the Colony, new 
building has been slow but after approval of the town plan 
which aims at the ordered building of an entirely new 
town following the complete destruction of Sandakan during 
the war official and private building has commenced. A 
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new wharf for Sandakan at an estimated cost of Malayan 
$1,370,000 is to be built by Ewart & Co. (Civil Engineers) 
Ltd. of Singapore, who have contracted to complete the 
project by the end of March 1955. The Wharf is to have 
a frontage of 600 feet and giving a depth of 24 feet at low 
tide. There will be two inner berths of 280 feet in addi- 
tion to 150 feet suitable for mooring small craft and 
launches. It will have reinforced concrete decks supported 
on billian piles. The present temporary wharf at Sandakan 
is 650 feet in length and is capable of taking one 3000 
ton and two smaller coastal vessels. 


COMMUNISM INDONESIA 


A common charge is that Communism threatens Indo- 
nesia today. The position is that the Communist Party is 
a legal body in Indonesia. It holds 17 seats in the parlia- 
ment which has 222 members. It does not hold any port- 
folio in the cabinet. It could exert influence through the 
trade unions but trade unionism has not yet developed to 
any great extent. Industries are not far developed and 
apart from the estates and plantations, 64,000,000 agricul- 
tural population consists largely of unorganized farming 
families which own their small plots of land, implements 
and homes. The trade unions, which have just begun 
to grow, are of a variety of political complexions, each of 
which is often represented in a single field of trade union 
activity. The SOBSI (Central Organisasi Burush Seluruh 
Indonesia or Central Organisation of Workers of all Indo- 
nesia) early in 1948 was of leftist complexion. But with 


some of its leadership involved in the unsuccessful Com-_ 


munist coup of September 1948, it lost ground and has 
not yet regained its former position. Other central organi- 
sations have come into being and now it is doubtful to 
what extent the SOBSI of today is leftist to the degree it 
then was. SOBSI has three representatives in parliament. 


It can be claimed that while this may be the outward 
position, Communism could yet be a force in Indonesian 
society. For example, the Indonesian Communist Party is 
a supporter of the present cabinet. That is true, but what 
is the reality of the situation? Supporters of the govern- 
ment in parliament number 103 (17 of these coming from 
the Communist Party), the groups and individuals counted 
as being in opposition muster 76 seats between them and 
there are 43 “doubtful” voters. Vis-a-vis the other political 
parties and at least very large sections of the publie with 


_ its religious frame of mind, the Communist Party is still 


handicapped by the disfavour it won by its abortive attempt 
to overthrow the government of the Republic in September 
1948 (the Madium affair). Past cabinets as well as the 
present one have been trying to promote foreign invest- 
ment; this policy is opposed by the Communist Party. 
When the Communist Party voiced criticism of Vice-Presi- 
dent Nixon of the United States, the government sharply 
called for an end to such comment—and had its way. To- 
wards the end of 1953, Indonesia had 37 diplomatic offices 
abroad, spread among 14 Arab-Asian and 26 West European 
and American countries. There was not a single repre- 
sentative in any country of the Soviet bloc. Since then 
three new embassies were opened, in the Chinese Peoples’ 
Republic, in Canada and in Moscow. Another aspect of in- 
ternational relations is shown’ in Indonesian voting on 
political and security question in the United Nations. There 
were 104 such issues in the sixth, seventh and eighth general 
assemblies of that body, and the record over that period is: 
On “cold war’ issues voted 21 times with the United States, 
12 times with USSR, and 7 times with them when they 
both voted the same way; abstained 30 times. Total: 70 
votes. On colonial issues Indonesia voted seven times with 
the United States, six times with the USSR, four times 
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with both voting together and abstained once. Total: 18 
votes. Grand total: 34 times with the United States, 27 
times with the USSR, 11 times with both together and 32 
abstentions. 

With regard to trading relations with other countries, 
Indonesia has contracted 23 bilateral trade treaties, 22 of 
which have been followed by actual trading relations. Only 
one of these 22 was contracted (in December 1953) with 
a country of the Soviet bloc, the Peoples’ Republic of China. 
It is the single one of the 23 treaties not followed by 
actual trading relations. It is in fact merely a basis upon 
which trade may be conducted when and if it is arranged 
for. 


HONGKONG’S STEEL INDUSTRY 


Before the War, no commercial enterprise in Hong- 
kong would have dreamed of sinking a few million dollars 
into any heavy industrial projects as Hongkong was only 
an entrepot for the past 100 years. Time however has 
changed and Hongkong’s Governor in his last Annual Re- 
port.emphasised that Hongkong’s light industries had helped 
in the stabilisation of this Colony’s economy. Neverthe- 
less, only very few enterprising organisations with enough 
courage and sufficient capital would venture into heavy 
industries. 


THE $3 MILLION. SHUN FUNG IRONWORKS AT 423, TOKWAWAN 
ROAD, MATAUKOK, KOWLOON. 


THE MOLTEN STEEL IS TRANSFERRED BY THIS LADLE FROM 
FURNACE INTO INGOT MOULDS... THESE INGOTS WEIGH ABOUT 
85 KILOS EACH. 
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In the field of Steel Industry, there are only about six 
steel rolling mills in Hongkong. Although comparatively 
new in the business, the Shun Fung Ironworks in Kowloon, 
near Kaitak Airport, is the best equipped rolling mill in 
the Colony with two electric arc furnaces of 10 and 5 
ton capacities; a foundry which can cast 5-ton machinery 


SECTION OF THE ROLLING MILL, SHOWING MILD STEEL ROUND 
BAR UNDER PRODUCTION. 


A TWO-TON CRUSHING (FOR A GIANT CRUSHER) FRESH FROM 
THE MOULD. 
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pieces; a rolling mill which has a maximum capacity of 1,500 
tons of steel products per month and a laboratory which 
tests all its products to comply with international standards. 
At present the production is mainly confined to structural 
steel for local consumption. The quality is equal to im- 
ported goods while the price is much cheaper. Another 
advantage offered to local and Southeast Asian consumers 
is the quicker delivery for their orders especially in cast- 
ings of up to 5-ton pieces. 

The Shun Fung Ironworks grew out of the Ying Fung 
Ironworks which had a rolling mill at Ivy Street, Mongkok. 
Due to the foresight of the management of John Manners 
& Co., Ltd., and Mr. Liang Lai-yuen, who managed the Ying 
Fung Ironworks, plans were put afoot to erect a modern 
rolling mill with electric smelting plant for the manufacture 
of ingots out of lower grades of scrap iron. In February 
1951, Shun Fung Ironworks was incorporated and in 
November 1951 a suitable site was acquired at Mataukok. 
Construction of buildings commenced in May 1952 when a 
5-ton electric arc furnace was ordered. By 1953, installa- 
tion of all the equipment was completed but it was not until 
the end of the same year that sufficient workers were trained 
for different jobs in the works. An additional electric are 
furnace of 10-ton capacity was ordered in January 1954. 
The two furnaces have a total output of about 1,000 tons 
of steel ingots per month for feeding the rolling mill de- 
partment. 

Shun Fung Ironworks will by the end of 1954 be in a 
position to supply a total of 1,500 tons of structural steel 
from their two rolling mills at Mataukok and Mongkok. 
Further expansion is envisaged for the future to meet the 
increasing demand from Southeast Asia. The company is 
under the direction of Mr. R. P. de Lasala, the managing 
director, and Mr. Liang Lai-yuen, general manager. 


CALIFORNIA 
TO 
WASHINGTON 


WITH 


DEPENDABILITY 
COURTESY © 
CONSTELLATIONS 


See your Travel Agent 


or TWA Office, 25 St. George’s Building. 
Save 10% by Hong Kong reservations. 
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POST-WAR RICE TRADE OF THAILAND 


By S. Y. LEE M-Se. (Cantab.) 


PART IV 


Vi. PADDY TRADE AND GOVERNMENT'S 
NEW PLAN AFTER RICE COLLECTION 


A few words must be said about paddy trade inside 
the country. Rice crop is normally harvested at the end 
of November or early December. The fresh paddy is moist 
and the farmers have to dry it first. In February and 
March, paddy store dealers go out to the country to buy the 
dry paddy in cash. Sometimes these dealers having known 
the farmers well enough or having had influence in the 
country advance money to the farmers months before har- 
vest, on condition that the debt must be settled in kind; 
for instance, for every Tcs. 300 borrowed, they have to 
pay back one cart-load of paddy (equivalent to about 1,000 
kg.) after harvest. The paddy is then stored in up-country 


by these dealers for several months, and is gradually re- 


leased out for sale in about July and August to rice-mills 
and stores, at the higher price. Usually in up-country 
alongside the river bank is the paddy market, where paddy 
dealers send their paddy loaded in boats for sale to rice- 
mills very early in the morning. Some of the paddy, for 
instance from the North East Region, is transported to 
Bangkok by train. The price of paddy is often subject 
to violent fluctuations on account of difficulty of internal 
transportation and lack of storing facilities in up-country; 
this is detrimental to both paddy dealers and farmers. A 
third way of selling the paddy is this: often, paddy stores 
having close association and mutual trust with rice-mills, 
have the paddy stored in the mills. Whenever they think 
the market is good enough or want any cash, they simply 
inform the mills that they have sold so many cart-loads 
of paddy to the mills. Rice mills in up-country sometimes 
buy paddy in big amount and have the milling done in 
only five months, the rest of the year being in idleness. 
So there is the phenomenon of disguised unemployment for 
those: labourers working in the mills. However, many rice- 
mills, especially those in Bangkok, have continuous work the 
whole year round. For the sake of saving working capital, 
they normally do not hold large stock of paddy but purchase 
now and then from the paddy dealers. 


Thus, from the social point of view, much can be 
done to improve the paddy and rice trade for the benefit 
of farmers. Government sponsored co-operative stores 
have been set up in the rural district for several years, 
but so far have met with no success. Recently, the Govern- 
ment have a new rice plan: four point project to adjust 
to buyer’s market: (a) to increase yearly production by 
one-third over the present rate. (b) to improve the 
quality of rice through hybrid seeds and other agricultural 
techniques. (c) to eliminate unnecessary middlemen’s 
commissions as well as transport and other expenses in 
order to reduce the export price of Siam rice. (d) to establish 
a chain of silos throughout the country for holding rice 
through harvest season and releasing it in periods of short- 
age. 

This vast project is to be financed by budgetary appro- 
priations and World Bank loan. It also envisages a central 
co-operative rice-marketing society in Bangkok to take over 
the rice-export trade from the Government Rice Bureau. 


Moreover, rice-farmers in the Central, Northern, North- 
eastern and Southern Provinces will be organised into co- 
operative societies at the rate of 20 new societies every 
year. Loans will be advanced to farmers through these 
societies so that the farmers can have working capital 
before the crop is harvested and also can keep the rice 
in storage through periods of surplus and low prices. Rice, 
kept or deposited in the silos by the farmers, will be 
accepted as security for the loan. However, this is only 
a plan; it remains to be seen whether it can be success- 
fully carried out for the welfare of the farmers and not 
for a few influential people. The practical functioning of 
the co-operative systems depends much upon the efficiency 
of government direction, the educational standard of the 
farmers, their sense of social responsibility and organiza- 
tion and many social, political and economic factors, other- 
w.se there would be no end of abuses and disputes. 


Vil. THE PRESENT PROBLEMS AND 
PROSPECT 


Rice being the staple food of most Oriental Peoples 
is a commodity of inelastic demand and still more of 
inelastic supply. The supply is inelastic as is usually the 
case with agricultural produce. There is the limitation of 
availability of planted area, or rather, availability of capital 
to reclaim more land for cultivation within a few years 
in response to increasing demand. Besides, Thailand faces 
the problem of finding less labourers working in the field 
than before the War. The demand, or rather import de- 
mand, is inelastic with respect to price because with income 
unchanged the higher price of rice would not easily induce 
people to change their age-long habit of eating rice and 
substituting it instead by other food such as coarse grain; 
on the contrary, rice being what economists call inferior 
goods in this case must absorb the expenditure of a common 
man, unless he is so very poor that he has to live on coarse 
grain, e.g. some poor farm labourers in China, Japan and 
India. The elasticity of demand with respect to income 
is, however, greater as evidenced’ in this post-war ex- 
perience that with the increasing income of the very poor, 
there is a tendency of the increasing demand for rice. 
The post-war phenomenon of the relatively heavy import 
of wheat and coarse grain by India, Japan and other coun- 
tries of Asia and the tendency of some poor Japanese to 
consume more home-grown barley to gap the deficiency of 
rice-supply cannot disrupt our general propositions, for in 
view of the inadequacy of ricesupply the Government 
concerned must find other food substitutes. 


Thus, owing to the inelasticity of both supply and 
demand, the export price of rice is bound to be subject 
to violent fluctuation, and depends to a large extent upon 
the crop-harvest conditions in Thailand and various other 
countries. The continuous soaring-up of price particularly 
from 1950 to 1952 gave merchants and government officials 
the false impression that the prosperity could last for 
ever. 
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The quality of rice delivered has deteriorated from 
the pre-war standard and the Thai Government lost no 
time in making full use of their bargaining power in 
their insistence of the clause of appointed shippers, and 
in their increasing the ex-mill prices. It is not an exag- 
geration to state that Thailand was caught entirely un- 
prepared for this recession in the rice-market and some 
people concerned would not even admit, intentionally or 
unintentionally, that there is difficulty in Thailand’s rice 
export. There is, at the present moment, restriction of 
rice imports into Hongkong and Singapore, probably due 
to heavy government rice-stocks there or to the deliberate 
manoeuvring of bargaining power by the British Govern- 
ment during the Rice Negotiation with Thailand. In view 
of the dullness hanging over the export market, there is 
a tendency for the merchants to swing like a pendulum 
from extreme optimism to extreme pessimism. As a matter 
of fact, the slightest excess of supply over demand or vice 
versa for such a commodity as rice would manifest itself 
in great disequilibrium or in wide price-fluctuation. 


Viewing the world as a whole there is definitely a 
decline of rice trade after the War. In prewar days, world 
export was something like 8% million tons, about 9 per 
cent of world production. Export of Asia and Far East 
(principally Burma, Thailand & Indochina) accounted for 
8.2 million tons as compared with about 2.8 million tons 
in 1950. The decrease of import demand for rice is attri- 
buted to two factors: 


(a) The rapid rise of rice export price relative to 
wheat, barley and coarse grain prices has encouraged the 
substitution of the latter for rice. To put it in another 
way, there is an increase of world supply of those food- 
stuffs as against a drastic reduction of supply of rice. For 
example, such food-deficit countries as Japan and India 
have relatively heavy import of wheat and coarse grain. 


(b) There is apparently a tendency towards self- 
sufficiency as far as possible among those food importing 
countries. For instance, Malaya and India undertake to 
encourage people to grow more food; Japan tries to con- 
sume more home-grown barley. 


Thus the present problems are how Thailand is going 
to export her surplus rice, what part is to be played by 
the Government and what, by rice-mills, stores and ex- 
porters and what steps should be taken by both parties 
concerned in order to rectify the past mistakes so that 
Thailand’s rice export and production can be further im- 
proved for the welfare of the people as a whole. 


Since rice is so much in the hands of the selling and 
the buying governments, the Thai Government should take 
the greater responsibility in finding outlet for Thai rice, 
by sending trade missions abroad to ascertain the need 
and market conditions in oversea market for G.G. as well 
as commercial rice. During the present recession it is ad- 
visable for the Thai Government to make concession in 
price and other conditions, if necessary. 


The superior quality of Siam Rice, as clamoured so 
often in this country, cannot always outweigh the advantage 
of cheaper supply from Burma and Mainland China. This 
brings us to the question of quality of Siam Rice. 


In view of criticism abroad regarding the deterioration 
of quality since the War, the Thai Ministry of Economic 
Affairs, conscious of the change in the market, has recently 
enforced the better quality of Thai rice by promoting the 
Government Standard Samples by one or two grades, e.g. 
the new 10% sample is almost the same as the old 5 per 
cent one. From now on, surveyors have to compare this 
new standard sample to the quality of rice-shipment. This 
is virtually a reduction of price of about $4.20 which is 
the difference hetween the ex-mill price of one grade and 
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that of its next higher or lower. The burden of price- 
reduction falls more on the shoulder of merchants than 
on that of the Government as, for instance, rice-mills and 
stores having 5 percent white rice of the former standard 
can now sell it only at Tes. 130.67 per bag or Tes. 1,306.70 
per metric ton to the Government according to the New 
Standard Sample, whereas the same stock of rice could 
hitherto fetch Tes. 1,359.20 per metric ton, a difference of 
Tes. 52.50. The Government, on the other hand, having no 
stock of their own, receive $4.20 less at ex-mill price but 
pay Tcs. 52.50 less at purchasing rate for the same grade 
of rice. The main point of complaint by rice suppliers is 
this: the Rice Office Purchasing Rate has remained un- 
changed for several years since its proclamation, whereas 
the ex-mill prices have been increased thrice from 1950 
to 1952. The Government rely upon the inducement export 
quota thus granted to make good the loss of rice mills and 
stores for supplying to the Government and also upon the 
rice premium which exporters have to pay to rice-mills 
and stores under certain circumstances. But this sort of 
artificial pricing causes the price-mechanism to be inflexible 
enough to cope with the changing market condition parti- 
cularly during a period of falling demand. In fact, the 
prices of Thai rice can be brought down to the competitive 
level of Chinese or Burmese rice, if only the Thai Govern- 
ment are willing to reduce the ex-mill prices; in other 
words, to reduce Government profit, which forms a very 
large component of the export price. However, whether 
the Government should do this or not is another question; 
there is much to be considered from the point of view 
of government revenue. 


The problem confronting rice-mills and stores to-day 
is to find outlet for their stocks either through commercial 
export channel or through government allocation for G.G. 
shipments, so as to facilitate their circulation of capital. 
In the past when demand was greater than supply, they 
had no worry about the government allocation; rather it 
was the government who found difficulty in procuring rice 
to fulfil the government contracts. The situation in 1952 
was such that even for G.G. rice, the rice-buying govern- 
ments had to pay rice-premium to rice-mills and stores. 
It was also in the acute shortage period of the past years 
that quality of Siam rice was made worse by the rice- 
mills and stores who were too sure of their sale without 
regard to quality and by the Government who set low 
quality standards. The wind blows in the opposite direc- 
tion now. Rice-mills and stores have to beg the Govern- 
ment’s favour to grant them allocation of G.G. rice as soon 
as their stocks are ready. The more allocation they have, 
the more private export quotas they can get. These rice- 
mills and stores in disfavour not only have their capital 
tied up in the stocks but also have to buy quotas in the 
market for the commercial exports. Again the fate of 
rice-mills and stores hangs on to the government’s thread. 


Since rice is commodity which unlike wheat flour does 
not lend itself to standardized grading, buyers have to 
place much faith in the suppliers for the good quality of 
rice delivered, in spite of the fact that buyers are always 
protected by surveyors according to the terms of the 
letters of credit. Consequently, business connection or 
even personal relationship between buyers and sellers is 
an important element in the trade so that it is not sur- 
prising to see that a simple shipment may involve the 
service of two or three commission-agents for the final con- 
tract between the exporter in Thailand and the importer 
in the overseas market. For the same nominal grade of 
rice and similar. shipment, payment and other conditions, 
there may be different f.o.b. prices contracted in the Bang- 
kok market at the same time, reflecting the condition of 
imperfect competition. Whenever there is an enquiry from 
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ECONOMIC REPORTS FROM THE UNITED STATES 


By E. KANN 


CDISTILLING STOCKS 


During the period of 1946 and 1949 distilling stocks 
were actively traded in New York and became outstanding 
not merely owing to their growth, but equally so also due 
to their excellent yield. However, things have changed, 
and in the past few years distilling quotations have become 


_ Sluggish; as a matter of fact, as a group they now stand 


about 35% below their 1946 high. The action of the group 
in 1953 and so far in 1954 has been divergent. The two 
issues to which is accorded the highest quality rating, name- 
ly Distillers Corporation Seagrams and Hiram Walker, says 
Hemphill Noyes & Co.’s circular, are presently at their 
highs for the period; while National Distillers and Schenley, 
the other two members of the ‘Big Four’ stand at their 
lows. It is expected that the results for 1954 will be very 
similar to those of 1953 for most units of the group. Under 
present conditions the stocks are not particular dynamic, nor 
do they have any particular appeal for either the investor 
or the trader at this juncture. 


In making commitments in the distilling industry one 
must do so only with open eyes and one should visualize 
the large element of risks. Reasons for this remark are 
coming to the fore when reviewing the post-prohibition his- 
tory of the distilling industry. It will be recalled that in 
1919 prohibition laws were passed in the United States by 
Amendment XVIII to the Constitution; and the status quo 
ante was again restored in 1933 by Amendment XXI, when 
the manufacture, sale and transport of liquor once more 


abroad for the purchase of a certain quantity of rice, there 
appear in the Bangkok market numerous middlemen for 
the same enquiry, giving the false impression that the 
quantity wanted is two or three times the actual one, and 
consequently over-optimism. On the other hand, there is 
a certain degree of competition among rice-merchants as 
with their good knowledge of the day-to-day movement of 
the market, they are quick to follow suit with others in 
increasing or decreasing prices. 


In conclusion, the import requirement for rice of food- 
deficit countries is still greater than the exportable surplus 
of the world’s rice-producing areas; something like 800 
million people in Asia living on rice are very reluctant to 
change their diet by means of other food-substitutes except 
when the price of rice is too high. Besides, the growing 
population pressure adds to the enhanced demand for rice. 
So, the world phenomenon of rice-shortage is not a tem- 
porary one but a long-term one, even though Thailand, 
Burma and Indochina would have together regained their 
pre-war level of production and export. In spite of the 
tendency or effort of some countries to attain self-sufficiency 
in food-production there is still prospect for rice-export 
trade. Thailand should have no worry about the disposal 
of her exportable surplus, if only she consents to accept 
a lower price, which means of course a smaller government 
revenue out of this vital export. The Government rice- 
export policy has been twofold; firstly, to raise the maximum 
revenue for the Government and secondly to prevent over- 
export from having the harmful effect of enhancing do- 
mestic price of rice and consequently cost of living. 


(End) 


became legal. Yet, despite the growth of the liquor industry 
since 1933, it has been confronted with numerous problems. 
As soon as liquor became legal once again many enterprises 
started to distil liquors. Few of these companies were 
strong financially: Monthly production of whiskey rose 
from an average of about 5 million gallons in 1934 to a 
peak of 20.5 million gallons in 1936; and at the same time 
consumption of whiskey increased from a monthly average 
of about 3.2 million gallons in the former year to about 
6 million gallons in the latter. Meanwhile, stocks of whis- 
key, which were less than 26 million gallons at the close 
of 1933, increased’ to nearly 375 million at the end of 1936, 
equivalent to about 5.2 times indicated consumption in that 
year. The result by 1937 was substantial inventories result- 
ing in the first phase of serious price competition with a 
resultant decline in earnings. From that until 
America’s entry into World War II, whiskey production was 
largely on a replacement basis. Yet, whiskey stocks con- 
tinued to grow, reaching a peak of nearly 511 million 
gallons in 1941, despite an increase in consumption during 
the period. 


The peak of earnings was reached in 1935 and was 
not exceeded until 1946, the year in which distilling stocks 
made an all-time high. During the years of world war IIL 
no whiskey was produced, since the facilities of the industry 
were deviated to the production of alcohol for munitions. 
But consumption was increasing, and by 1942 was increased 
to 92 million gallons. But from then on the consumption 
trend turned downward, until a low-point of 50.5 million 
gallons was reached in 1948. The decrease coincided with 
the advance of the Federal tax on distilled spirits which 
was reflected in a sharp increase in retail prices. 


Initial Federal tax per proof gallon was $1.10, but same 
was raised continually, reaching $10.50 per gallon by 
November, 1951. Not to be outdone by the Federal Gov- 
ernment, the individual States also imposed substantial taxes 
on liquor. The latest scale of States is $1.50 per proof 
gallon. Much pressure is brought on Congress to work for 
a reduction of the high scale, but it seems that at least for 
the coming fiscal year rates will remain at present high 
levels. 


Currently, the distilling industry in this country is faced 
with the problem of large stocks of whiskeys in bonded ware- 
houses. With the war scare of 1950 a sharp increase in 
the distilling activities was undertaken. Inventories mount- 
ed to such an extent that an all-time high of 770 million 
gallons was reached; and since that time production was 
somewhat restricted. The current bonding period is 8 
years, after which time the companies must take the liquor 
out of bonded warehouses and pay the tax on it. Pressure 
is being brought on Congress to extend the period of 
bondage to 12 years, but so far no positive action has been 
taken. Due to the high imports there is a tendency to 
switch from whiskey to gin and other less expensive spirits. 
In 1949 whiskey accounted for 88% of the total market, but 
by 1953 it could claim only 81%. 


A significant development in the distilling industry has 
been the attempt by some of the leading companies to 
diversify their operations by entering other fields. Na- 
tional Distillers, for instance, has been expanding its chemi- 
cal business and absorbed U.S. Industrial Chemicals. Schen- 
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ley has entered the drug field, but its concentration on anti- 
biotics, where the price structure has been extremely weak 
for the past two years, has resulted in relatively unsatisfac- 
tory results from this undertaking. 


The most significant factor in the outlook for the in- 
dustry is the fact that many of the smaller and weaker 
distillers have been crowded out, either by financial failure 


or by purchase by a stronger concern. The so-called ‘Big © 


Four’ in the industry have reached a position where they 
control most of the aging whiskey stocks, and possibly ac- 
count for as much as 80% of total cased goods sold. This 
concentration in strong hands may serve to temper com- 
petitive price slashing in the future. It does not, however, 
signify that competition will be eliminated, because these 
distillers must do something to move their stocks of whis- 
keys which are coming out of bond. 


In summary it is believed that results for 1954 will 
be similar to those obtained in 1953. The personal income 
tax deduction may help sales of whiskey somewhat, though 
none of the distillers stand to benefit substantially from the 
elimination of the excess profit tax. Speaking from a 
broad point of view, common stocks of the distillers remain 
highly speculative media and generally unsuitable for con- 
servative investment. Of the group the shares of Distillers 
Corporation Seagrams and Hiram Walker are deemed to be 
of somewhat greater stability than the others. 


The following tabulation was compiled by Robert R. 
Spence of Hemphill Noyes & Co. 


Average Earnings 


1935 1942 1947 

1939 1945 1951 
Brown-Forman Dist. $1.36 $3.71 
Distillers-Seagrams ...... 0.74 1.23 4.96 
Glenmore Dist., B ....... d0.05 c0.78 3.70 
Publicker Industries 1.75 2.16 
Schenley Industries ...... 1.38 2.88 6.29 
1.65 2.70 8.05 


N.A.—Not Available 

E—Estimate for fiscal year ending April 30, 1953. 
c—1937-39 

d— Deficit 
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put is largely responsible for the rise of a great new indus- 
trial region in the Pacific Southwest. Translated into kilo- 
watts, there are 14 generators of 82,500 kilowatts each, one 
at 50,000, another at 40,000, and two at 2,400, yielding a 
total aggregate generator capacity of 1,249,800 kilowatts 
driven by turbines totalling 1,742,000 horse power. 


This installation is capable of supplying the normal 
domestic needs of 7,500,000 persons. The City of Los 
Angeles Department of Water and Power, and the Southern 
California Edison Company, operate the generating equip- 
ment under contract with the Government. Touring of the 
giant dam installations is made pleasant by specially trained 
guides who, in popular parlance, explain to the crowds of 
tourists all there is to be pointed out. The half-hour tour 
costs only 30 cents per person. 


Most people are unaware that the Colorado River Com- 
pact was drafted in 1922 by representatives of the Federal 
Government and seven States within whose boundaries the 
Colorado River basin lies. Congress passed the Boulder Can- 
yon project act in 1928; work was started in 1931 and was 
finished four years later. Apart from power generation the 
project has yielded a dependable supply of water for irrigat- 
ing some 625,000 acres now under cultivation in Southern 
California and Southwestern Arizona, and over 400,000 acres 
in Mexico. 


Besides, there is the All-American Canal, and the 
Coachella Canal, authorized as a part of the Boulder Can- 


1953 Price 
or x 
Earnings Ind. Recent 1953 Approx. 

1952 1953 Div. Price Earns. Yield 
$2.35 $3.50E $ .80 17 5.3 4.9 
4.95 4.32 1.70 30 6.9 5.7 
1.69 1.45 1.00 ll 7.6 9.1 
1.13 1.18 1.00 17 14.4 5.9 
0.92 0.63 5% stk +] 14.3 -- 
2.76 1.53 2.00 18 11.8 Bam 
5.43 6.62 3.75 58 8.8 6.5 


Distillers-Seagrams and Hiram Walker dividends subject to 15% Canadian non-residence tax. 


THE HOOVER DAM 


This giant engineering feat is not a novelty, for the 
dam was inaugurated in 1935. But not everybody has 
seen the massive power project, nor are there too many 
people who know particulars regarding the construction. 
My own visit to the giant enterprise will long linger in my 
memory; and similar sentiments probably relate to the two 
million visitors who make their pilgrimage—mostly by auto- 
mobile—to the works. 

It is difficult for the average layman visitor to realize 
that Hoover Dam is 726 feet high and 1244 long at the 
crest. While the roadway across the dam gives some in- 
dication of the 45-foot width at the top, it is almost in- 
comprehensible for the visitor that it is 660 feet thick at 
the base. Visitors are told when dropping swiftly in the 
elevator that their descent is the equivalent of a 44-storey 
office skyscraper, a sheer drop of 528 feet in 75 seconds. 
As much as 3,250,000 cubic yards of concrete went into the 
massive plug across Black Canyon in Nevada, not far from 
the gaming tables at Las Vegas. 

Motorists can see from the top of the dam that Lake 
Mead is a big body of water, but there is no way of compre- 
hending that the water extends for 115 miles. When the 
guide explains that the capacity, when full, is enough to 
cover 163,000 acres, the figure is difficult to grasp. 

Visitors look in awe at the giant turbines (of which 
there are 18) without understanding that some have a 
rating of 115,000 horse power and that the combined out- 


yon Project, conveying water to some 425,000 acres in now 
fertile Imperial Valley. And the cost of the Hoover Dam? 
Same is estimated at $172,000,000, of which $25,000,000 
has been allocated to flood control features. Costs are being 
repaid with 3% interest within 50 years, with power sale 
production returning an average of $5,000,000 a year. Not 
only as regards technique, but also financially the Hoover 
(Boulder) Dam is a huge success and stands witness to 
American engineering ingenuity. 


ITEMS OF GENERAL INTEREST 


Toward the end of May the wellknown Chinese banker 
Li Ming boarded a steamer at San Francisco on his way 
to Hongkong. Mr. Li, who stayed 2% years in New York, 
mainly for the purpose of being under the care of his 
physician, shows improvement in the state of his health. 


There was an 11% increase in Phillips Petroleum Com- 
pany’s first quarter profits, when $1.31 net was shown 
despite enforced curtailment of output of crude oil. With 
gas sales likely to rise 28% this year, the favorable profit 
trend should continue. A year ago Phillips Petroleum 
stock was quoted at 57, but now the price is $67. 


Another very strong concern in the oil industry is 
Standard Oil of California. First quarter net earnings 
($1.83) were 25% higher than those of the first quarter 
of 1953 ($1.47). This good result was mainly due to 
higher dividends from the Near East oil wells. Though 
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TRENDS IN PHILIPPINE INDUSTRY 


Power Production: During December 1953, the Na- 
tional Power Corporation generated 30,643,630 KWH from 
its four units, broken down as follows: Caliraya—22,120,000; 
Maria Cristina—7,977,000; Talomo 2—273,260; and Talomo 
2A—272,370. The MERALCO units, on the other hand, 
generated a total of 36,012,521 KWH, which, when added 
to that bought from the NPC in the amount of 21,956,000 
KWH, makes a total of 57,968,521 KWH released by the 
Manila power firm. 

Government Activities: The National Power Corpora- 
tion’s Maria Cristina fertilizer plant has enough ammonium 
sulphate to supply all fertilizer needs of the sugar industry 
during the next planting season. No more dollars will be 
allocated for fertilizer imports. The Cebu Portland Cement 
Co. had a total production of 5,105,780 bags of cement for 
fiscal year 1952-1953. The National Development Company 
textile mills reported for the same period a total produc- 
tion of 8,195,585 yards of textiles, 636,271 lbs. of twine, 
etc, and 443,055 pieces of towels, bedsheets, etc. The 
Philippine Electrical Manufacturing Co. had a total produc- 
tion of 2,293,905 pieces of incandescent bulbs valued at 
P693,896 for the first eleven months of 1953 compared 
with 2,145,873 pieces valued at P745,409 produced in 1952. 
No fluorescent lamps were made in 1953, as the fluorescent 
lamp unit of the firm was closed the whole year. 


capital expenditure for exploration, refining and _ petro- 
chemicals will be increased materially, outside financing 
will not be needed. 


Union Oil Co. of California reports that, despite a 
4% growth in demand during 1953, total petroleum inven- 
tories had risen by the year end to 123 million barrels, 
the highest level in four years. Imports from abroad on 
the West Coast during the past year rose to 28% million 
barrels, the highest in the State’s history. Nevertheless, 
prospects for oil in 1954 are considered favorable. 


On May 23 a wellknown resident hailing from China, 
Nathan M. Concoff, succumbed to a sudden heart attack 
at the age of 48. The deceased formerly was junior partner 
in S.E. Levy & Co., Shanghai; and in later years was an 
importer at Hongkong. Here in Los Angeles Concoff was 
working with a New York investment house. He leaves his 
mother, his wife and two children, all domiciled in Los 
Angeles. 


It is not generally realized how rich some labor unions 
are. One reports owning assets of $250 million, namely 
the Amalgamated Clothing Workers CIO. Part of the 
funds is invested in banks, insurance companies and housing 
developments, all owned by the said union. Notwithstand- 
ing the fact that the coal industry, marshalled by John 
Lewis, has fallen upon evil days, the coal miners union also 
has ample monetary reserves, is having its own bank and 
is currently engaged in obtaining control of another bank. 
The AFL Teamsters union is worth about 31 millions. 


According to reports from the Securities and Ex- 
change Commission, the sustained advances on the New 
York Exchange so far resulted in 68% rise for aircraft 
manufactures, 53% for paper, 63% for electrical machinery, 
17% for gas and electric utilities, 13% for railroads and 
12% for retail stores. 


Demand for copper in U.S.A. continues good. Heavy 
stocks held by Chile have been partly liquidated through 
stock-piling purchases by the American Government who 
took 100,000 tons. Domestic primary production has been 
declining, and consumer inventories of the metal are the 
lowest since November, 1952. Foreign copper shipments 
thus far in 1954 are 28% above a year ago, but stocks 
outside this country have been on the decline. 


Manufacturing Investments: The Securities and Ex- 
change Commission registered nine corporations during 
December to engage in the manufacture of furniture. tex- 
tiles, oil, ete. with a total authorized capital of P11,900,000, 
of which 1,186,150 was paid in, as against eight manufac- 
turing corporations registered in the month previous with 
a total authorized capital of only 3,700,000, of which 327,325 
was paid in. Eight of the corporations registered for in- 
dustrial ventures in December were owned by Filipinos and 
only one by a Chinese. In addition, ten manufacturing 
partnerships were registered, three of which were capitalized 
by Filipinos and seven by Chinese, all having a combined 
capital of P577,816. Sole proprietorship manufacturing 
establishments registered with the Bureau of Commerce 
totaled 46. These had an aggregate capital of only 2,502.- 
832 pesos in comparison with the combined capital amount- 
ing to 3,190,791 of 40 such establishments registered in the 
Bureau in November. 

Industrial Developments: The Insular Rubber Co., Inc., 
a Filipino corporation, will begin manufacturing battery 
cases, in the near future, out of hard rubber in order to 
supply the local requirements of battery manufacturers. 
The firm has already placed its order with a foreign manu- 
facturer for needed machines. Ernesto Floro, President of 
Crispa, Inc. and vice-president of Floro & Sons Co., an- 
nounced that his firm will open a 2-million-peso knitting 
plant in Makati. This plant which has the firm name of 
Alamac Knitting Mills will be operated by his firm for a 
New York Textile Co. bearing the same name. The com- 
pany will process orlon, nylon, rayon and cotton fabrics. A 
plant for the manufacture of stationery and other needs 
of graphic art will be established by A.C. Ransom Philip- 
pine Corp. in 1954. The Uno Chemical Co., Inc. will soon 
engage in the manufacture of coke and its by-products from 
the country’s non-coking coals and other carbon ferrous 
material. The company plans to produce coke at a cost 
that will make it cheaper to generate electric power in some 
localities than diesel engines. The first coke oven of its 
kind in the country is now nearing completion in Bacolod 
City, Negros Occidental. Alfred E. Holter, president of the 
Alfred E. Holter & Co., Ltd. of Philadelphia and Manila, 
signed a long-term contract with the Pamberton Lumber & 
Millworks Industries, Inc. of Pamberton, New Jersey, and a 
Philippine corporation is now in the process of formation 
under the name of Philippine Forest Development Co., Inc., 
to be capitalized at P5,000,000. These three firms will have 
a total capitalization of more than P15,000,000. The pri- 
mary objective of this association is the processing and 
marketing of Philippine hardwood. As envisaged in this 
project, they intend to establish a complete plywood mill, 
a paper mill and a canning factory to serve the agricultural 
and fishing industries. 


COMPLETE SETS OF VOLUMES OF 
FAR EASTERN ECONOMIC REVIEW 


FOR SALE 
Year 1953 @ $85. 
First half year 1950 @ $50. 


Year 1946—1947 @ $50. 
Year 1947—1°48 @ $85. 


One complete set of volumes from 1946 to 1951 at 
the following prices: Year 1946 $24, Years 1947 to 1951 
each $88. | 

Apply to Manager, 322 Queen’s Building, Hong- 
kong, Tel. 32429. 
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DEVELOPMENTS IN NORTH BORNEO 


It is the Government’s policy to associate the people 
more closely in the management of their affairs. An im- 
portant advance in this direction was made in 1952 by the 
establishment of a Local Authority in the predominantly 
native district of Kota Belud. This Local Authority which 
has control of its own finances, subject to approval of the 
Budget by the Legislative Council, consists of 45 Native 
Chiefs and selected Village Headmen under the presidency 
of the District Officer. The possibility of introducing some 
form of Local Authority in other rural areas was still under 
examination at the end of 1953, according to the annual 
report of the Government of North Borneo. 


In urban areas, where the population is predominantly 
Chinese, Sanitary Boards continued to take an active in- 
terest in the task of planning and rebuilding their towns 
and in a great variety of other matters affecting urban 
welfare. The corresponding body in Labuan is a Rural 
Board under the Straits Settlements Municipal Ordinance, 
which has a limited financial responsibility for its own 
affairs. In November a new Municipal and Urban Authori- 
ties Ordinance was enacted and will in due course replace 
the existing Sanitary Boards Ordinance. The new Or- 
dinance represents a considerable advance and within its 
framework steady progress towards urban local government 
up to full municipal status will be possible. 


The third post-war Conference of Native Chiefs was 
held in July at Sandakan and was attended by 30 Chiefs 
from all over the Colony. The purpose of the Conference 
was, as in previous years, to enable the leading representa- 
tives of the various native communities to discuss together 
freely problems common to the different parts of the ter- 
ritory and bring matters concerning the welfare of their 
people to the attention of Government. There was dis- 
cussion on a wide range of subjects including agricultural 
pests, advances to labourers, succession to native lands, boat- 
licence fees, resumption by Government of uncultivated 
land, extraction of timber from native reserves, and educa- 
tional and medical matters. 


Public Finance 


The Revised Estimate of Ordinary Revenue during 1953 
amounted to $23.0 million which was only $.372 million less 
than the actual revenue for 1952. The fall in the price 
of rubber was reflected in the Customs revenue but the re- 
duction was offset by an increase in the revenue under 
Licences and Internal Revenue, mainly due to the settle- 
ment of cutstanding Income Tax cases. 


The revised Estimate of Recurrent Expenditure during 
the year amounted to $14.2 million, as compared with $13.9 
‘million in 1952, while expenditure on reconstruction and 
development (excluding expenditure under C.D. & W. 
Schemes) amounted to $14.1 million compared with $17.0 
million in 1952. The excess of normal revenue over re- 
current expenditure amounting to $8.8 million was avail- 
able as a contribution towards the cost of reconstruction 
and development and of items of Special expenditure 
amounting to $2.1 million. After taking into account the 
accumulated balances available at lst January, 1953, the 
credit to be transferred from loan funds in respect of com- 
pensation paid to the British Borneo Timber Company 
Limited and the transfer to be made from a part of the 
proceeds of the sales of Japanese assets to meet the cost of 
War Damage Compensation financed by the Colony’s re- 
venue up to 31st December, 1952, there was an estimated 
deficit of $1.5 million which was met by a grant-in-aid from 


Her Majesty’s Government. The revised estimated ex- 


penditure under C.D. & W. Schemes amounted to $4.1 mil- 
lion. 


During the year further War Damage claims were 
settled and a total of over $8.5 million has now been paid. 
533 restoration awards amounting to $1.9 million remain 
outstanding, but payment in the great majority of these 


cases awaits rebuilding by property owners in accordance 
with the town plans. 


Economic Progress 


The price of rubber again declined and was about 32% 
below the average for 1952. Exports of this commodity 
fell from over 19,000 tons valued at $39.1 million in 1952 to 
under 17,000 tons valued at $23.3 million in 1953. There 
was some falling-off in the imports of consumer and luxury 
goods, but this was neither as great nor as rapid as the 
general economic position arising from the changed rubber 
outlook demanded. The result for the second year in suc- 
cession was an adverse visible merchandise trade balance 
—which amounted to $9.8 million as compared with $5.6 
million in 1952. Total imports for the year amounted to 
$70 million ($70.3 million in 1952) as against exports of 
$60.2 million ($64.7 million in 1952). The year also saw 
a decline of $2.1 million in the valuable firewood trade, prin- 
cipally to Hongkong, where the use of kerosene as a cook- 
ing fuel is reported to be becoming increasingly popular. A 
decrease of $1.5 million in the value of tobacco exported 
was due to severe damage by flood to the 1952 Estate- 
grown crop. On the other side of the picture the value of 
copra exports increased by nearly $2 million, cutch by $0.5 
million, hemp by over $1 million and timber by $4 million. 


The quantity of timber exported was 60% greater than 
in the previous year and production rose by 27%. These 
figures give cause for quiet optimism and support the belief 
that it is principally in the timber resources of the country 
that there lies the best means of an early advance towards 
a more balanced economy. It was this belief which led the 
Government in 1952 to terminate by agreement the timber 
extraction monopoly granted by the British North Borneo 
(Chartered) Company to the British Borneo Timber Co. 
Ltd., and which was not due to expire until 1955. The 
volume of timber exports in 1953 is all the more encourag- 
ing when it is considered that the agreements granting new 
concession areas to other companies made possible by the 
arrangement with the British Borneo Timber Co., were only 
signed in the middle of 1952, and that full production in 
these new areas has not yet been reached. 


The emphasis on timber, and to a lesser extent on 
hemp, does not mean that the Colony can afford to neglect 
rubber, which is and is likely to remain, the mainstay of its 
economy. The fall in production to less than 17,000 tons 
in 1953 when the price was about 55 cents a pound f.o.b. 
Bornec becomes the more significant when it is recalled that 
in 1947 with the price at 35 cents a pound, production was 
over 19,500 tons. The obvious explanation is that costs of 
production, as reflected in current wage rates, are nearly 
twice those prevailing in 1949, so that it is no longer econo- 
mic to tap where yields are low. The disturbing fact is 
that the greater proportion of the rubber in the country 
is over 20 years of age, and of 118,850 acres, it is esti- 
mated that less than 10% is planted with high yielding 
material. The need for an early and vigorous replanting 
programme with modern material is self-evident and at the 
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end of the year the Rubber Fund Board, which is repre- 
sentative of all rubber interests in the Colony, had the 
matter under active consideration. 


A record 1952/53 harvest estimated to have yielded 
over 30,000 tons of rice is reflected in the reduced imports 
of this commodity which were 10,400 tons as compared. with 
14,100 tons in 1952. Because of the continued upward 
trend of prices, it was again necessary early in the year 
to raise the price of rice, as it is the Government’s policy 
that staple foods should not be subsidised. Cheaper and 
better imported rice, however, is forecast for 1954. 


There were signs during the year of an improvement 
in the supplies of local meat. The unrestricted export of 
pigs was allowed for the first time since 1946, and at the 
end of the year there was a partial lifting of the ban on 
the export of buffaloes. In April, the importation of flour 
reverted to commercial enterprise, and similar action in re- 
spect of sugar was fixed for early in 1954. This will leave 
only rice still on Government procurement. Although the 
cost of living remained high, the local index based on the 
price of certain basic foodstuffs was three points lower at 
the end of the year than it was at the end of 1952. Price 
control restriction has been removed from all commodities 
other than rice and in some districts, locally-produced meat. 


Although there was still a labour shortage, it was not 
as acute as two years ago, and estates and plantations 
normally had sufficient labour for ordinary day to day 
running. The supply of labour to other industry, including 
timber production, continued to increase and has more 
than doubled since 1949. According to returns’ received 
from the employers of 20 or more labourers the number 
of workers in employment at the end of the year was 24,150 
as compared with 24,300 in 1952. 


Socia] Progress 


There was a further expansion of the social services. 
The school population increased by 1,114 pupils and the 
number of teachers actually employed in all types of schools 
rose from 785 in 1952 to 827. Three new Government 
village schools were built and a large primary school for 
Jesselton with 5 class-rooms was almost completed. The 
Kota Belud Local Authority built 3 new schools, and the 
number of Mission schools increased by 6. At the end of 
the year 89 students were receiving training at the Teachers’ 
Training College (Kent College). 


For the second year running there was a full comple- 
ment of 12 Medical Officers, including a Health Officer and, 
in addition, a Surgeon, and a Dental Officer. A training 
school for Health Inspectors was established, and 12 candi- 
dates began training on a syllabus equivalent to that of 
the Royal Sanitary Institute. New buildings opened for use 
during the year included the Duchess of Kent Hospital at 
Sandakan with 100 beds, the hospital at Kudat with 32 
beds and new Health Centres at Jesselton and Sandakan. 
Further increases in the number of both in-patients and 
more particularly out-patients treated reflected the con- 
siderable improvement in the medical services which has 
been achieved during the past two years. 


Reconstruction and Development | 


Good progress continued to be made with new housing 
and building. At the end of the year 337 buildings were 
either completed or under construction by the Public Works 
Department, and of those finished the most important per- 
haps were two hospitals, the 100-bed hospital at Sandakan 
and a 32-bed hospital at Kudat, and new Government build- 
ings at Sandakan for the Administration and for the Postal, 
‘Customs and Marine Departments. Commercial enterprise 
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can again look back on a year of considerable achievement 
in this direction. At Jesselton the new premises of the 
Borneo Co., Borneo Motors, Ltd., and the Chartered Bank 
were formally opened, and buildings nearing completion in- 
cluded the Hongkong & Shanghai Bank building, two modern 
hotels and a block of 3-storey shop houses, while at San- 
dakan work began on the first block of new shop houses to be 
built there under the new Town Plan since the war. 


Although an improvement in the labour situation ac- 
celerated road construction, progress was again less rapid 
than had been hoped and costs too high. The matter was 
investigated afresh, and a new policy evolved, which will 
entail the purchase of more plant and the employment of 
engineers and technical staff whose task will be to form and 
train units to carry through specified road projects with 
speed and thoroughness. Work will be concentrated on 
one or two roads at a time in order to avoid dispersal of 
effort. 


The first phase of the reconstruction of the railway 
having been virtually completed in 1952, relatively minor 
works only were undertaken in 1953. But much still re- 
mains to be done if the railway is to run efficiently and 
economically in the future, and during the year a new pro- 
gramme to provide for the completion of reconstruction and 
for some new development as well was drawn up and sub- . 
mitted for approval. 


Communications were greatly improved during the year 
by the establishment of an internal air service, which is 
operated by Sabah Airways Limited as a joint venture with 
the Government, using twin-engined de Havilland Dragon 
Rapide aircraft. In addition to the main airfields at Labuan, 
Jesselton and Sandakan, there are now airstrips at Kudat, 
Keningau, Ranau and Tawau. All of these places are served 
by the new air service, which will also be extended to 
Lahad Datu as soon as the strip there is completed. 


A start was made during the year with the urgent task 
of reconstructing the wharves in the main ports. Contracts 
were placed for the Labuan and Sandakan wharves. Work 
started on the former, which it is expected will be finished 
in 1954. Plans for the Jesselton wharf are still under 
consideration, but it is hoped to place a contract before the 
end of 1954. 


Further extensions were made to the telephone system 
in Jesselton, and much of the equipment arrived for a new 
automatic exchange on order for Sandakan. The total 
number of telephones installed increased from 743 to 965. 
During the year the overseas radio telephone service 
operated by Cable and Wireless Limited was extended to 
Australia. 


The water supplies were either maintained or improved. 
At Jesselton a supplementary supply was completed, and a 
daily supply of 350,000 gallens of purified water is now 
available. Good progress was made with the construction 
of the new electricity power house at Jesselton, the capacity 
of the plant was increased at Labuan and a public supply 
provided for Tuaran. 


The experimental and development work of the Agricul- 
tural Department continued at the Central Agricultural 
Staticn at Tuaran, where a wide selection of economic crops 
has been established for trial, and at the Inanam Padi 
Experimental Station. The culture of fresh water fish was 
greatly expanded, and 62 ponds were constructed during 
the year. There was a successful drive against Ranikhet 
disease in poultry involving 168,000 inoculations, and surra, 
a disease endemic among ponies in the Colony for the last 
16 years, was brought under almost complete control. In 
the Kota Belud Local Authority area 6,000 acres of rough 
grass land was set aside for a communal cattle farm to be 
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Economic Review 


REPORTS FROM INDONESIA 


OPPORTUNITIES IN INDONESIA 


Indonesia is a country of great opportunity for inter- 
nal development and for trade. The archipelago stretches 
across more than three thousand miles. The population 
of eighty million is primarily engaged in agricultural pur- 
suits. The country is of high fertility and produces varied 
crops essential for home as well as overseas markets. The 
mineral resources of Indonesia are tremendous. The Re- 
public of Indonesia is very young amongst the family of 
nations, although there is a long history for centuries pre- 
ceding European colonization. Independence was attained in 
1949. The years since independence have been a period 
of much complexity in economics and politics which com- 
promised the young Republic in establishing the proper 
functions of self-government. 

In the field of domestic food supply, there is now a 
considerable effort to increase rice production, rice being 
the major staple food item of the population. The bene- 
fits will be two-fold, an improved availability of the staple 
food probably at lower cost and a lessened drain on foreign 
exchange to effect purchases from abroad. There are pro- 
jects underway for rehabilitation, improvement and/or ex- 
tension of communication systems, highways, railways, water- 
works and power installations also for port facilities. The 
generative effect of such projects is obvious. Other signi- 
ficant programs envision emigration from heavily populated 
areas to the underdeveloped areas of great promise. Also 
progressing is the training and preparation for more inter- 
island water transportation to achieve greater integration 
and utilization of all resources of the whole archipelago. 


Indonesia produces petroleum, rubber, tin, bauxite, 
fibres, copra, palmoil, tea, tobacco as major exportable 
items. The underlying ability to pay for necessary imports 
is inherent in the volume and value of the exports Indonesia 
can offer to overseas markets. There exists in Indonesia a 
strong desire to establish home industries to process certain 
raw materials and to perform finishing or fabricating work 
on other materials. The objective of building employment 
opportunity for the population upon a broader base is an 
important step in the maintenance of internal stability. 
The achievement of these goals should lead to a larger volume 
of foreign trade rather than be a deterrent to international 


run on approved lines, and by the end of the year 80 selected 
animals had been received. 


The Drainage and Irrigation section of the Public Works 
Department, although handicapped by a shortage of tech- 
nical staff, did much to implement the planning of earlier 
years. A diversion channel in the Papar area to save 
valuable rice land from flooding was almost completed, and 
excellent progress was made with a project to reclaim 2,500 
acres of swamp-land for agriculture in the Klias Peninsula. 
In the Interior an irrigation channel was dug for an 
area on which 100 hill natives are being resettled and en- 
couraged to adopt a more permanent form of agriculture 
than the shifting cultivation of their forefathers. 


Help from Outside 


The Colony continued to receive during the year con- 
siderable financial help both from Her Majesty’s Govern- 
ment and other sources and also material as well as expert 
technical assistance and advice. 


commerce. The people have a distaste for anything re- 
miniscent of colonial status. There are vast stakes in the 


economic and political spheres for Indonesia and other 
nations. 


DIFFICULTIES OF INDONESIAN PRODUCTION 


Indonesia is overwhelmingly an agrarian country in 
which the population produces primarily for its own sub- 
sistence. It is also a producer of agricultural and extrac- 
tive commodities for. export, on the proceeds of which it 
relies for the importation of almost all its capital goods, 
and of many indispensable items of consumer goods, inas- 
much as the development of secondary industries is at a 
very low level. Despite tremendous natural resources the 
standard of living of the people is pitifully inadequate. 
Before the advent of colonialism, the Indonesian people 
had an agricultural technique and were skilled in weaving, 
pottery, metal work, building and the arts and crafts. Prior 
to the time they succumbed to colonial rule, their skills in 
agriculture and manufacturing had begun to fall behind 
the innovations which were then being introduced in the 
west, and this stagnation was intensified by the coming 
of foreign control. The colonial power concentrated on the 
production of primary commodities for export, and the 
population became increasingly dependent on imports even 
for finished goods previously produced in Indonesia. 


The first problem of Indonesia is, now how to increase 
the production of subsistence crops. During the past year 
Indonesia has been compelled to import approximately 750,- 
000 tons of rice, valued at about US$140 million. Rice is 
the primary staple of the people and its availability at rea- 
sonable prices has a pervasive influence on the whole eco- 
nomy. Thus, the price of rice has a powerful effect on 
the general price level and is a direct determinant of in- 
flationary or deflationary tendencies. The increase of rice 
production is, therefore, a matter to which the government 
gives foremost attention. The Government introduced 
credit facilities for farmers, encouraged co-operatives for 
processing and marketing crops and opened up new land. 
Purchase of equipment and engineering services to introduce 
mechanized rice cultivation, reclamation of additional land 
and improved methods of irrigation, such as the projects 


underway in Sumatra and Kalimantan, are steps in the 
right direction. 


The inadequacy of transportation which is also ex- 
pressed in extremely high transportation costs, either pre- 
vents the establishment of new forms of. production, or 
impedes their economic growth. The size of the Indonesian 
archipelago requires a properly functioning transportation 
system if the necessary contact between the central govern- 
ment and the local governments is to be maintained. 


The economy must be diversified by broadening the 
nature of production for export and for home consump- 
tion, i.e. by industrialization. The village industries produce 
consumer as well as capital goods such as ceramic articles 
and agricultural implements. These small industries are 
the population’s answers to the various forms of under- 
employment, while they also complement the income derived 
from agriculture, and thus help to increase the prosperity 
of the rural areas. The Indonesian government proposes to 
stimulate and support the small industries. In Indonesia 
one can observe the phenomenon of a considerable part 
of the national income centered in the cities. The promo- 
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tion of small industries will mitigate this inequality and 
thus tend to give a more equal distribution to income and 
prosperity. Other industries which process local raw mate- 
rials for export are further developed, such as rubber and 
copra. A long-term, large-scale industrialization program 
has been started which includes the building of an aluminum 
plant, a fertilizer plant, and various other industries which 


will primarily be supplied by raw materials available in 
Indonesia. 


Progress in economic program has already been made, 
as would appear from the favorable trade balance in the first 
half of 1953 which stands at 291,000,000 rupiahs, as com- 
pared with a deficit of 19,000,000 rupiahs in 1952. ‘ 


POLITICAL SITUATION 


For many years the people of Asia were not the 
masters of their own destinies. Foreign intervention was 
concerned to secure advantages for the colonial powers. 
This fact was impressed upon the consciousness of the 
people. This consciousness was essential to rally the people 
to secure their independence. But even after these coun- 
tries achieved their political goal, the heritage of this 
indoctrination still persisted. However, the people are now 
becoming aware of the fact that they have achieved in- 
dependence though this is taking a long time. After a long 
history of colonialism, political expression tends to take a 
progressive, or leftist direction. The word leftist in Indo- 
nesia connotes a policy directed against conceptions such as 
feudalism or the theocratic state envisaged by Darul Islam. 
In the positive sense, the term is a synonym for a feeling 
of nationalism or patriotism, a devotion to a new con- 
ception of developing the country for the benefit of all 
the people. Due to the economic discrepancies in Indonesia, 
with so large a part of the national income accruing to 
only a small percentage of the population, the role of 
government could not simply be that of a disinterested by- 
stander. If it is to prevent a continuation of the existing 
economic discrepancies it will have to act and direct in a 
degree not encountered in more economically developed 
countries. Such governmental action is not an expression 
of action espousal of leftist dogmas, as is shown by the 
fact that non-leftist parties as the Moslem Party, the Catho- 
lic Party, and the Nationalist Party, all to a certain degree 
accept these government directions as necessity. 


HISTORY OF POSTWAR INDONESIAN 
IMPORT REGULATIONS 


Indonesia depends for its economy on the export of its 
raw materials. These exports enable Indonesia to import 
certain manufactured goods which cannot be produced in 
Indonesia. That was the situation years ago and that is 
the situation at present. The danger of such an economic 
structure is that it is subject to fluctuations with the rise 
and fall of prices of raw materials. This structure makes 
Indonesia dependent on the world situation. Since Inde- 
pendence the policy of the Government has been to stimu- 
late business-mindedness among the population and to ensure 
that the natural resources be used. The series of (import) 
regulations adopted by the Government since 1950 should 
be interpreted against this background. 


THE FOREIGN EXCHANGE CERTIFICATES: In 


March 1950, the Government introduced the “foreign ex- 
change certificate’ regulation for the purpose of improving 


the disparity between the value at home and abroad of. 


the rupiah. This disparity was caused by an ever-growing 
amount of money in circulation. Under this regulation, the 


——— 
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existing official rate of exchange of the rupiah with regard 
to foreign currency, remains unchanged. But people who 
wanted to import foreign goods or to buy foreign exchange 
had to pay, besides the countervalue in Indonesian currency 
(rupiah) of the amount to be paid for the import goods, 
an additional amount up to 200% of the countervalue in 
rupiah of the foreign currency needed, for the “foreign 
exchange certificates’. With regard to exporters it was 
stipulated that they would receive, apart from the equiva- 
lent amount in rupiah of the value (in foreign currency) 
of their exported goods, foreign exchange certificates to 
the amount of 100% of this countervalue (in Indonesian 
currency). In practice, the exporters and other suppliers 
of foreign exchange thus received accounts against twice 
the official rate of exchange, whereas for remittance of 
money abroad, three times the official rate (of exchange) 
must be paid. 


It is clear that the foreign exchange certificate regula- 
tion was a good means of earning money for the State 
Treasury, because from every sale of foreign exchange 
certificates the Government received an amount as large 
as the countervalue in rupiah of the imported goods calcu- 
lated on the basis of the official rate of exchange. The 
results came up to the expectations. In 1951 the sale of 
the certificates yielded no less than 4,122 million rupiahs 
out of a total income of Rp. 10,303 million. The figures 
for 1952 were respectively Rp. 2,082 million and Rp. 9,684 
million. 


THE INDUCBMENT SYSTEM: For the sake of un- 
derstanding of the economic development in Indonesia since 
1951, it would be better to recall the history of the “induce- 
ment system’. This system was first introduced by the 
Dutch in 1949. It was intended to stimulate the export 
of smallholders’ products which since the termination of 
World War II have not flourished. Under this system, an 
exporter of smallholders’ products would receive, upon de- 
livery of a certain quantity of the products, a bonus which 
gave him the right to buy rice against low prices. This 
bonus was gradually extended and within 3 months it in- 
cluded also negotiable foreign exchange import inducements. 
In this way the export trade of the people’s estate products 
developed rapidly and soon reached the quota fixed by the 
Government. Meanwhile, the foreign exchange inducements 
as a form of bonus gradually exceeded any other form of 
inducement. It soon became clear, however, that this 
system, which originally was intended to be of a temporary 
nature could not be revoked without causing serious conse- 
quences. Instead, it began to lead an independent existence. 
Even, when export trade flourished, the inducement 
system was not revoked; only steps were taken to re- 
duce the inducement percentage for every product to ade- 
quate proportions. When the Korean war broke out and as 
a consequence the prices of a number of export goods rose, 
the Government decided to abolish the foreign exchange 
inducements for a number of products including rubber, 
coffee, tea and tobacco. For some other products such as 
spices, however, the inducements were maintained. 


There had always been a lively trade in the sale of 
these inducements. The reason was that inducement im- 
ports if compared with other kinds of imports were least 
subjected to government restrictions. 


In March, 1951, the Government introduced a new im- 
port certificate which gave the same facilities as the induce- 
ment certificate and therefore was called the new styled in- 
ducement certificate. The difference with the old one was 
that the new certificate was supplied by the Government and 
sold for its account via the Foreign Exchange Banks against 
prices to be fixed periodically by the Government. Since its 
introduction, the price has been fixed at 200% of the official 
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sale’s rate of the foreign currency. This means that apart 
from the general effective import rate of the foreign 
currency needed which was still 300% of the official rate, 
another import rate has been created to the amount of 
500% of the official rate of exchange; this rate applied for 
all kinds of import goods except for those falling in the 
category of “protected”’ goods. In practice, the import rate 
of 500% was only applied to the import of goods which 
were either not included or not sufficiently provided for in 
the import programme. An advantage of this system was 
that the price of the inducement certificate, which formerly 
was subject to the law of supply and demand, could be 
stabilised. 


Thus, by the middle of 1952, two import systems were 
effective, one via the Foreign Exchange certificate and 
another via the inducement certificates. This system had its 
drawbacks. Experience showed that the internal price and 
wage level, as a consequence of a plurality in the rates of 
exchange had always tended to keep up pace with the price 
level of the import goods formed on the basis of the effec- 
tive import rates. This in turn was felt as a blow to the 
exporters who saw, as the effective rates became lower, that 
export trade was no longer remunerative. 


THE DEVALUATION OF THE RUPIAH: On February 
4, 1952 the Government deemed it necessary to take new 
steps in the economic field. The gradual decrease in ex- 
port proceeds and the steady rise in prices were the main 
factors that stimulated the Government to take such mea- 
sures. The new steps were the abolition of the foreign ex- 
change certificates and a change in the quotations of foreign 
currency. The new quotations were fixed at three times the 
former so that, though the Government did not devalue the 
rupiah de jure, it was seriously attempting to stabilise the 
new official rate of the rupiah. This policy of the Govern- 
ment finally did away with the plurality in the rates of 
exchange which had many disadvantages especially with re- 
gard to export trade. The new regulation put an end to 
the disparity between the general effective import rates and 
the effective export rates. 


The ‘“old-styled’” inducement’ certificates were also 
abolished but the new styled ones were maintained for the 
import of luxury goods and goods not essential to the Indo- 
nesian economy. To compensate the loss in revenue re- 
ceived from the sale of foreign exchange certificates the 
Government also imposed 25% extra-duties on the export 
of strong products and 15% duties on a number of semi- 
strong products including palmoil and tin. 


Another measure was the introduction, simultaneous 
with the abrogation of the foreign exchange certificates, of 
the dollar export certificates (BED for Bukti Export Dollar). 
This measure was contained in a regulation which stated 
that all persons in so far they are ‘“foreign-exchange re- 
sidents’” of Indonesia, who by virtue of their export of 
goods have offered to a foreign exchange bank the so ob- 
tained US or Canadian dollars on the day on which such 
foreign exchange is being transferred to a foreign exchange 
bank, shall receive from such a bank a “dollar export certi- 
ficate” up to 70% of the foreign exchange so transferred. 
The decree further stated that as from February 4, 1952 
the purchase of US or Canadian dollars from a foreign 
exchange bank shall be possible only if at the moment of 
such purchase also a valid ‘“‘BED”’ to the nominal amount of 
100% of the purchased foreign exchange be submitted. The 
dollar export’ certificate shall be transferable by endorse- 
ment, also in part and remain valid for a period of sixty 
days in the course of which they might be negotiated. 


From the point of view of the purpose for which it 
was intended the dollar export certificate regulation was 
successful. In the “Report for the Financial Year 1952- 
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1953 issued by the Java Bank (now the “Bank Indonesia’’) 
it is stated that despite the overall deficiency on the balance 
of payments, a marked strengthening of the dollar position 
was the result... .” 


But again, this regulation became the source of new 
problems. First of all, the flow of exports since February 
1952 has almost gone to the US, so that the balance be- 
tween exports to hard and to soft currency areas became 
upset. In his “Facing the Situation’ Dr. Sumitro, the 
former Minister of Finance, said among other things: “The 
premium the exporter receives for his dollar certificates 
raises the buying price in the domestic market as they are 
automatically calculated in domestic transactions. Conse- 
quently, export to the European countries became more diffi- 
cult because of increased local prices. Other countries, a 
number of them belonging to the British Commonwealth, are 
similar producers of raw materials and by our weakened com- 
petitive position we are losing out in European markets. 
Should this situation have been allowed to continue we should 
have faced the unhappy situation of having lost Europe as 
an outlet for our commodities. On the side of imports, 
conditions were reversed. Higher priced manufactured 
goods from dollar areas (premium of dollar export certi- 
cates) have discouraged imports from the U.S. On the other 
hand we are now more dependent on Europe for the supply 
of the manufactured goods. We saw a phenomenon taking 
place which was rather remarkable. While in the very first 
beginning the system of dollar export certificates served 
its purpose by rendering an immediate relief as to our dollar 
shortages, quite unintentionally we increasingly gave the US 
a semi-monopolistic position as buyers of and a similar semi- 
monopolistic position to Europe as supplier of commodities 
we required. Furthermore, certain sections of domestic in- 
dustry which are dependent on raw materials from dollar 
areas (such as the spinning factories) were handicapped be- 
cause of increased import prices of the materials involved.” 


These then were the main drawbacks of the dollar ex- 
port certificate regulation. The Government, having these 
factors in mind, has regularly lowered the rate of the dollar 
export certificates till in August, 1952 a level was reached 
which could have but very little influence on the choice of 
destination of the exports and on the choice of the country 
of origin of the goods imported. 


THE NEW IMPORT DUTIES (TPI for TAMBAHAN 
PEMBAJARAN IMPORTS): In view of the steady deteriora- 
tion of foreign exchange reserves the Government decided 
on August, 12, 1952 to limit imports to the most essential 
products. A new regulation was issued for a twofold pur- 
pose: increasing the volume of the Government revenue 
and preventing too much foreign exchange from flowing 
abroad for non-essential imports. The regulation divided the 
imports into four categories, (a), (b), (c) and (d). The (a) 
group is the group of the essential goods for whose import 
no permit is required. Goods classified under the cate- 
gories (b), (c), are considered less-essential goods, for 
whose import a permit is required. The price of a permit 
(subsequently called TPI for. Tambahan Pembajaran Im- 
port) for the importation of (b), (c) goods was fixed respec- 
tively at 100% and 200% of the import value. For the im- 
port of goods of the (d) category, for which no foreign ex- 
change would be made available a permit had also to be 
bought at 200% of the import value. 


Further the Government decreed that an importer de- 
siring to import goods belonging to group (a) must submit 
with the request for an import permit, the equivalent in 
rupiah of 40% of the import value. For group (b) and 
group (c) he also must submit 40% of the import value 
but in addition to that, he must deposit immediately the full 
amount of TPI certificates, being respectively 100% and 
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200% of the import value. This means that an importer 
has to pay in advance 40% of the rupiah equivalent of the 
value of group (a) goods, 140% for group (b) and 240% 
for group (c). 

At the same time the Government actively assisted the 
rural areas in rectifying their deflationary situation through 
the issuance of credits to raise the amount of agricultural 
production and the output of small-scale industries. 


; The new regulation was the excuse for much specula- 
tion among certain circles. Goods including essential ones 
disappeared from the markets; prices soared and so on. 
The State Economic Police had a busy job checking the 
hoarding of goods and extravagant rises in prices. However, 
gradually the effects of the regulation would be felt. Prices 
of essential goods began to become stabilised, the import 
of capital goods steadily increased while the import of luxury 
articles decreased. Apart from that, the sale of TPI permits 
yielded a sum of Rp. 255 million in Government revenue. As 
this amount was not included under Government Finance 
for 1952, but under 1953 figures, the balance of payment 
for the fiscal year 1952 was not affected by it. According 
to official statistics, the debit in the balance of payments 
during 1952 still amounted to Rp. 80 million. 


In 1953 the estimated revenue from the sale of TPI’s 
amounts to Rp. 1,650 million. On January 14, 1953, it was 
felt by the Government that a change in the TPI regulation 
was necessary, especially in the categorising of the goods. 
The presest system had too often led to the flow of exces- 
sively big extra-profits to the pockets of the business people, 
especially in the sale of goods in the (a) group. This was 
caused by the socalled “‘consumers’ surplus” that is the 
difference between the price fixed at the official rate and 
that which the consumers are ready to pay for these goods. 
As a consequence of the inflationary tendencies showing 
up at the end of 1952, the consumers were willing to pay 
a much higher price for the goods which are still in short 
supply. As the official rate of exchange remains the same, 
the import goods can therefore be sold at a price equal to 
that before the inflationary tendencies stepped in. For this 
reason, there is this difference in price called the “‘consumers’ 
surplus’’. 


On January 23, 1953, the Government issued a new im- 
port regulation classifying goods in new ways. According 
to this regulation, the (a) goods are subdivided into (a) and 
(bI) goods. For the (bl) goods a TPI certificate of 
33-1/3% of the import value is imposed. In the reclassifica- 
tion of goods, the Government distinguishes between the 
goods very essential for the people and those which, though 
they are much wanted, are not as essential as the (a) group. 
The less essential goods are included in the (bl) category 
and the more essential in the (a) group. The (bI) goods 
include articles which range from bicycles, motor cycles, 
motorised tricycles, flashlight batteries, cycle accessories, to 
books and magazines, cheese, lemonade, cigarette paper, 
spectacles, condensed and powdered milk, caustic soda, etc. 


The Government further decreed that the amount to 
be paid upon request for a permit will be increased from 
40% to 75% of the import value. This means that if an 
importer wants to function, upon submission of his request 
he has to pay 75% of the import value of the goods to be 
imported. Apart from that, for goods of the (bI), (bII), (c) 
and (d) group, he has also to pay the full amount of the 
TPI certificates which for each category amounts to respec- 


tively 33-1/3%, 100%, and 200% of the import value. 


Protests came from many sections of the population, 
blaming the new regulations for the rise in the cost of 
living. From the national importers also came complaints; 
people said that the order to pay the full amount of 75% 
of the value of the goods to be imported upon request for 
an import permit was like a stab in the back. A motion 
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was brought forward in Parliament demanding that all 
measures in the monetary and economic fields be regulated 
by law. The argument was made that the levy of the TPI 
certificate was in fact an indirect way of imposing a new 
form of tax, and thus, according to the Constitution, should 
require the previous assent of Parliament. 


With this regulation the Government wants to prevent 
the drain of the foreign exchange funds and simultaneously 
to fill the State treasury, and to encourage domestic indus- 
tries, since it gives the national producers more chance to 
survive foreign competition. That is the reason why essen- 
tial articles, if they can be made in this country, are in- 
cluded in the (bII) or (c) categories, such as for instance 
shoe polish, jams, biscuits, etc. 

Though the expected results have not been achieved 
prices of essential products have been stabilised, business 
competition tends to be less excessive, more new industries 
are rising, and funds are going to the State treasury. 


SUMATRA’S LARGEST CITY — MEDAN 


The island of Sumatra lies across the equator. A ridge 
of jagged mountains stretches along the Westcoast, while 
swamps and broad plains fill the wide southerly base and ex- 
tend along the Eastcoast. Far up the Eastcoast is Medan. 
This city does not lie in the coastal swamps. The country 
north of the Asahan river up to the oilfields on the Atjeh 
border is one stretch of modern European-run estates. This 
is the rich area of the famous districts of Deli, Langkat, 
Serdang, Simelungun and Asahan. It is the source of a 
substantial part of the nation’s foreign exchange from its 
products of rubber, tobacco, palm oil, tea, sisal, and others. 
It extends over a length of some hundreds of kilometres. 


Here man’s energy and resourcefulness have pushed 
back the swamps to the sea, and the jungles to the feet 
of the mountains. Thus Medan, lying in the plain of Deli 
twenty five kilometres inland from the sea, has become 
one of the healthiest cities of Indonesia. It is clean, modern, 
and the Dutch in prewar days liked to refer to it as the 
most “European” city of the Archipelago. 


Medan owes much of its splendour to the rich western 
éstates around it. If it were not for these estates Medan 
would still be the unsightly, malaria-infested little village 
of eighty years ago. The role played in the development of 
that area by the Malays, the Simelunguns and the Karos was 
also considerable. Not to be forgotten are the Indonesians 
from other regions like Minangkabau, Tapanuli; Atjeh, and 
those from Java. All these people have lived and worked 
together in Medan and its environs. People from outside 
were attracted at the time by the riches and possibilities 
that Deli could offer. ‘“‘Deli the dollarland’” was a _ well- 
known saying. So, it was European’ technique and Indo- 
nesian man power that have shaped present Deli. 


The inhabitants of Medan today are not.known accurate- 
ly. The last census was twenty three years ago in 1930; 
then its population was well over 75,000. Some months ago 
the city’s administration said that Medan’s population has 
soared to 700,000. Medan is the capital of North Sumatra. 
Of the twelve million odd people inhabiting Sumatra this 
province takes about five millions. Of this figure more than 
one half is cramped up in the Deli, Langkat, Serdang, Sime- 


lungun, and Asahan districts. This area has a well-developed . 


road and railway system. Four railway lines, one each from 
the westerly, southerly, easterly and northerly directions 
converge upon the city. One of them connects it with its 
harbour, Belawan Deli, which can be used by ships with a 
tonnage up to 20,000 tons. 


Medan is inhabited by a mixture of people originating 
from various regions of the archipelago. Their common 
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language is Indonesian. It is from the area which includes 
Medan that the forerunner of both the Indonesian and Malay 
languages originated. The Malay culture arose centuries 
ago in the area between about Medan in the north and the 
Riauw Archipelago. Indonesian in Medan is therefore thus 
a regional as well as the national language. The people of 
Medan speak the national language best. Medan occupies 
an important place in the national literary world. There are 
in Medan seven newspapers in the Indonesian language, and 
also quite a number of periodicals apart from one Dutch and 
two Chinese dailies. 

Resulting from the mixed descent of the population and 
the common language Medan has a wider outlook, perhaps 
more completely national in its horizons than many other 
Indonesian cities. 

Sumatra’s Eastcoast is very near to Malaya. Only a 
small strait lies between them. There are many families 
in the Eastcoast who have relations living or studying in 
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the Straits and vice versa. There has been a close relation- 
ship in history between Indonesia, particularly Sumatra, with 
the Malay Peninsula. During the Shriwidjaja era Malaya 
formed part of this Sumatran kingdom. In the fifteenth 
century with the rise of the kingdom of Malacca Sumatra’s 
Eastcoast was under its control. The reciprocity of in- 
fluences between the Peninsula and the Eastcoast finds its 
reflection also in the popularity of the English language in 
Medan. This has long been so in Deli. There are many 
English schools in Medan providing an education up to 
Senior Cambridge standard. The best equipped among them 
are the Indian run Khalsa English School and the American 
sponsored Methodist English School. Besides there are 
English schools run by Indonesians themselves. Indonesian 
students constitute a considerable part of the attendants. 
Quite a number who have graduated from these schools go 
abroad—especially to Singapore—to continue their study. 
The influence of English on the local tongue is obvious. 
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FINANCE COMMERCE 


HONGKONG EXCHANGE 
AND GOLD MARKETS 


Gold 
Date High .945 Low .945 Macao .99 
June 7 HOLIDAY 
255% 252% Low 259% 
2554 25414 261%. High 
10 253% 
ll 25314 
12 25414 253% 


The opening and closing prices were 
$253 and 254%, and the highest and 
lowest were $255% and 2525. The 
market was quiet with a_ steadier 
undertone; this was neither caused by 
higher world prices nor steadier US$ 
rates but by the manipulated hike of 
the cost for import permits in Macao. 
The official duty there remained fixed 
at US$0.15 per fine ounce without 
change but as known to all the ap- 
plication for permits continued to be 
controlled by a certain group, and 
these people raised the former price 
of HK$4 to $7 per fine ounce and 
thus the group will profit by some $3 
per ounce. This unnecessary increase 
was not only useful for speculators to 
manipulate the local market but in- 
directly harmed the local currency as 
the increase in gold price may be mis- 
interpreted as a drop of value of the 
local currency. The Government 
here should consider permitting the free 
import of gold into the Colony as the 
gold market in London has been open- 
ed. Over 100,000 ounces of the pre- 
cious metal were confiscated here. and 
shipped to London by the Colony dur- 
ing recent years. Estimating the 
actual cost for gold to be shipped here 
direct and free from the Macao exac- 
tion our price should be at least HK$11 
lower per tael. This difference now is 
purely for profit of the very wealthy 
Macao group and the smugglers. An 
early action by the local Government 
is hoped for by the market. Judging 
the future of the local market an un- 
certain tendency is expected. 


Interest favoured buyers, totalled 
46 cents per 10 taels of .945 fine. 
Stock increased somewhat by imports 
from Macao, and less demand for ex- 
port was noted. Tradings decreased 
to 78,600 taels or an average of 13,100 
taels per day. Positions taken figured 
at 52.900 taels per average day. Cash 
sales amounted to 9,320 taels; 7,820 
taels listed and 1,500 taels arranged. 
Imports were mainly from Macao and 
amounted to 9,500 taels. A shipment 
of 40,000 fine cunces arrived in Macao 
last week. Exports totalled 6,800 
taels; 4,000 taels to Singapore, 1,500 
taels to Rangoon, and 1,300 taels to 
Indochina. Authorities in Indonesia 


were keenly searching for smuggled 
imports, thus prevented shipments from 
the Colony. Differences paid for local 
and Macao .99 fine were $12.40—12.10 
and 12.20—11.60 respectively per tael 
of .945 fine. 


Cross rates worked in the Exchange 
were US$38.30—38.20 per fine ounce, 
while contracted imports to Macao 
were quoted 37.89—37.87, and 32,000 
ounces concluded due to higher profit. 
The sudden jump of 50 US cents per 
ounce in comparison with rates a week 
ago was due to the increase in un- 
official cost of import permits in Macao. 


Silver 
June 7-12 Bar per tael $ coin 5 20¢ coins 
High 5.35 3.45 2.62 
Low 5.35 3.45 2.62 


The market continued deadly quiet 
with stagnant prices. 1,000 taels in 
bars and 1,500 $ coins were traded, 


and these were acquired by local silver- 


smiths. 
US$ 
Notes Notes 
Date High Low High Low 
June 7 HOLIDAY 
& $581 57914 58014 579 
9 580% 57914, 5803q 578% 
10 579% 578% 579 577% 
ll 57914 578% 579 577% 
12 578% 5,78 578% 577% 
D.D. rates: High 57914 Low 577%. 
The market was easier and_ rates 


rightly worked lower on better offers 
from Korean sources. Korea intended 
to buy heavily in Cotton Yarn and 
other goods here so they have to dis- 
pose of about 2 million U.S. dollars 
for the purpose. Future trend of 
US$ exchanges is expected to be on 
the easy side for there is no cause for 
appreciation except the needs for gold 
purchases; concluded gold contracts 
will be quite easy to fill and our stock 
and export gold demands have shown 
signs of satisfaction. In the _ T.T. 
sector, local banks were selling heavily, 
said to be from Korean sources, Japan, 
Taiwan and Bangkok funds also were 
offered. Demands from gold and gen- 
eral merchants were well met. Total 


‘sales amounted to US$1,420,000. In 


the Notes market, speculators partly 
unloaded but majority of them | still 
hoped for alarming news and held on. 
Interest favoured buyers, totalled 29 
HK cents per US$10,000 and positions 
taken figured at US$3™% millions. Total 
tradings were for forward US$2,950,- 
000 and for cash US$329,000. In the 
D.D. sector, the market was very quiet, 
and only US$180,000 were traded. 


Far Eastern T.T./D.D. Rates 


High and low per foreign currency 
unit in HK$: Philippines 1.93—1.92, 


Japan 0.0142—0.01405, and Indonesia 
0.212. High and low per HK$ in for- 
eign currency unit: Malaya 0.535— 
0.5345, Indochina 14.00—13.50, and 
Thailand 3.60. Sales: 165,000 Pesos, 
210 million Yen, 135,000 Malayan 
dollars, 2% million Indonesian Rupiahs, 
9 million Piastres, and 2% million 
Baht. Yen tradings continued active, 
and rates improved on few sellers, 
which was caused by fewer proceeds 
offered by smugglers. It was reported 
that the Japanese Customs acted 
strictly to prevent smuggling goods. 
The announcement of the Indonesian 
Government in issuing more notes in 
small denominations gave some impres- 
sion to the financial circle here that 
Indonesian Rupiah may soon be de- 
preciated for since the reserve of. that 
currency has already gone down to a 
dangerous mark this increase may be 
an upsetting factor. 


Bank Notes 


High and low rates per foreign cur- 
rency unit in HK$: England 15.58— 


15.56, Australa 12.19—12.18, New 
Zealand 14.04—14.00, Egypt 14.00, 
South Africa 15.25—15.23, India 
1.15—1.135, Pakistan 0.95, Ceylon 
0.98, Burma 0.70—0.65, Malaya 
1.821—1.82, Canada 5.85—5.83, Philip- 
pines 1.94—1.9125, Macao 1.035— 
1.03, Japan 0.015—0.01465, Switzer- 
land 1.20, France 0.0155, Indochina 
0.0805—0.0775, Indonesia 0.227— 


0.225, and Thailand 0.265—0.261. The 
market was very quiet and tradings 
were small. 


Chinese Exchanges 


Official rates of People’s Bank notes 
were unchanged at 4,270 per HK$, 
22.270 per US$ and 65,980 per Ster- 
ling. People’s Bank notes were quoted 
at HK$158—157 per million or at 
about 6,350 per HK$ which was about 
50 per cent discount. Official rates of 
Taiwan Bank notes were unchanged at 
2.74—-2.72 Yuan per HK$ and 15.60— 
15.55 per US$. Taiwan Bank notes 
were quoted at HK$214—204 per 
thousand, and remittances at 220, free 
market rates worked at over 55 per 
cent discount. Taiwan authorities 
denied that they were planning to issue 
National Currency in replacement of 
the present Taiwan Currency. 


HONGKONG SHARE) 
MARKET 


Due to uncertain war situation in 
Indochina and the deadlock in Geneva, 
idle capital was more interested in 
Gold Bars than Shares. Trade was 
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quiet and scattered but prices managed 
to keep steady. Some minor setbacks 
are expected unless the war situation 
improves. Rubber firmed up a little 
on the strength of increased cost of 
raw materials. 


Last week’s market developments: 
Menday: Holiday. Tuesday: Extremely 
quiet conditions were evident when 
trading was resumed after the Whitsun 
holidays. The market is still hesitant 
and buying enquiry is on a small scale 
only. A further advance of 30s in 
the price of H.K. Banks, London Re- 
gister, was the main feature of an 
otherwise dull market. Wednesday: 
Until some specific news is forthcom- 
ing from Geneva, market appears 
likely to continue its present quiet 
pattern. Further improvement in the 
London Register of H.K. Bank shares 
rejected firmness locally with unsatis- 
fied buyers offering $1,641 at the close. 
Apart from. some demand for Amal- 
gamated Rubber shares, which were 
fractionally stronger, the market was 
idle and neglected. Thursday: There 
was still little inclination on the part 
of buyers to extend their commitments 
whilst the market continues in its pre- 
sent state of apathy. The heavy 
stocks, however, are remaining steady 
but elsewhere prices were fractionally 
lower on light scale dealings. Friday: 
After a week of extremely quiet con- 
ditions trading faded out to almost 
negligible proportions. The market 
was therefore featureless apart from 
the Rubber section which was inclined 
to harden on higher advices of the raw 
materials. The undertone at the close 
was one of caution. 


HONGKONG TRADE 
REPORTS 


Despite new allocations of foreign 
exchange in Taiwan and _ Indonesia, 
local commodity market last week re- 
corded only few bulk transactions. The 
trend, however, was promising. Korean 
authorities started to accept foreign 
exchange applications for the 2nd 
period which amounted to US$113 
million. Korea’s interest in local mar- 
ket was keen but orders were not yet 
substantial. Following easier export 
control, Thailand tightened import con- 
trol to balance her trade budget. Her 
baht rate dropped again and the pro- 
spect of HK-Thailand trade was dull. 
The flow of Chinese native products 
to Hongkong was steady but China’s 
purchases were still slow with more 
enquiries than orders. Japan’s interest 
was limited to scrap iron, ores and 
China produce while her paper, textiles 
and building materials were shipped to 
Hongkong at very competitive prices. 
Taiwan’s purchases were not _ active 
and the rainy season curtailed ship- 
ments to Burma and other Southeast 
Asian markets. With the arrival of 
more supplies, Metals enjoyed increased 
trading but quantities were small. 
Industrial Chemicals market was slow 


but prices were firm. Pharmaceuticals 
were enquired for by China but as her 
ceiling prices were too low, few trans- 
actions materialized. Cotton Yarn was 
very popular with Burma, Korea and 
Indonesia but as orders were placed 
directly with cotton mills market prices, 
though improved by $20 per bale, 
failed to edge further up. Export of 
Paper slackened but prices were steady. 
Sales of China Produce remained ac- 
tive though quieter than the previous 
week. 


Indonesia: Indonesia started the al- 
location of import foreign exchange 
for the 3rd period as from June 1. 
Amounts for different items were 
smaller than the second period. Im- 
ports authorized so far, included ma- 
chinery, metals, farm equipment, con- 
struction materials, fertilisers, wheat 
flour and sewing machines. No al- 
location was granted for cotton piece- 
goods on the ground that stocks were 
sufficient to last four months. Foreign 
exchange for cotton yarn, however, was 
available. 


Korea: The US$113 million 3rd pur- 
chasing programme _ included _ cotton, 
cotton yarn, cotton piece goods, con- 
struction materials, timber, beans, in- 


-dustrial chemicals, sugar, flour, rubber, 


paper, rayon and other fabrics. Cargo 
shipped to Pusan included rayon yarn, 
paper, cotton yarn, wheat flour, metals, 
cereals, industrial chemicals and Hong- 
kong manufactures. HK-Korean trade 
during next few weeks will probably 
improve if local exporters can meet the 
demand with either’ stocks or not- 
too-distant indent offers. 


Thailand: In order to ease the drain 
on her foreign exchange reserve, Thai- 
land further tightened controls on im- 
ports of cotton textiles (grey sheeting, 
bleached sheeting and sewing thread). 
Imports of these items, however, 
may still be permitted under self- 
provided exchange, but textiles thus 
imported would cost about 30 per cent 
more. The measure was to conserve 
foreign exchange and encourage barter 
with Japan. As to cotton yarn, Thai- 
land resorted to Japan for the bulk 
of her requirements. Meanwhile, the 
Thai baht, after a brief improvement, 
fell sharply due to greater demand for 
Hongkong currency and the deterior- 
ated war situation in Indochina. The 
drop in value of baht meant higher 
cost of HK exports. 


China: By Canton-Kowloon Railway 
and by sea routes from Shanghai, 
Tientsin and Dairen, China kept up the 
flow of her staples to Hongkong. Her 


interest in metals was keen and her 
enquiries for pharmaceuticals were 
numerous but her actual purchases 


were small and slow. China was more 
interested in selling her staples to 
Hongkong than buying her industrial 
requirements from local market. 


Japan: HK’s May exports to Japan 
totalled about 6,300 tons consisted of 
iron ores, scrap iron, soya beans and 
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bean cakes. The exports of same 


month last year were about 7,500 tons. 
Japanese textiles were principal 
import to HK. HK has again been 
used as an entrepot for Japanese cot- 


ton piece goods while paper and 
building materials, occupy secondary 
positions. HK textile and weaving 


establishments were concerned about 
Japan’s competition in HK as well as 
in other Southeast Asian markets. 


Burma: Shipment to Burma started 
to fall off due to the rainy season. 
With the exception of 1800 bales of 
Hongkong Cotton Yarn, there were no 
substantial orders. Shipments’ to 
Burma were limited to deliveries of 
old bookings for fruits, canned goods, 
enamelware and thermos bottles. New 
import licences issued recently were 
limited to small quantities of fruits, 
canned goods and cereal. Although 
exports from Burma recently showed 
some improvement, the  price-drop 
of Burmese rice and rubber curtailed 
her foreign exchange earnings. To 
facilitate checking of important 
licences against shipments, Burmese 
authorities required that all bills of 
lading covering cargoes to Burma must 
have name and address of the con- 
signee of goods properly entered. The 
new measure also prevents transfer of 
import licences. 


Metals: With more supplies 
Japan and other sources, there 
more transactions. Supplies of 
plate, tinplate, galvanized iron sheet 
and iron pipe were adequate to meet 
market requirements and prices start- 
ed to ease. Due to increased indent 
prices in Europe and brisk local and 
export demand, black plate waste 
waste, tin plate waste waste and mild 
steel round bars’ registered better 
prices. Korea bought galvanized iron 
sheet, mild steel angle bars, galvanized 
steel plate and galvanized iron wire. 
Korea’s requirement for bulk quantity 
of aluminium sheets received no sales 
response due to stock shortage. China’s 
interest in popular items was keen 
but handicapped by her low ceiling 
prices. Taiwan enquired for _ steel 
plate and ungalvanized iron pipe but 
slow in her orders. 


from 
were 
black 


Industrial Chemicals: Volume of 
trading was limited to few popular 
items but prices on the whole were 
firm as most traders expected better 
and more active business during the 
next few weeks. Korea’s enquiries for 
carbon black and copper sulphate got 
no reasonable sales offers due to lack 
of stock. Prices of these two items, 
however, raced forward. Petrolatum 
improved further with active support 


from China and Korea. Acetic acid, 
aluminium paste, and oxalic acid re- 
mained firm under local demand. 


Borie acid dipped a little despite brisk 
trading in face of new supplies from 
Japan. Rubber accelerator, lithopone, 
rosin, tartaric acid, sodium  hydrosul- 
phite were steady due to demand from 
Korea, China and other sources. Gum 
arabic gained further due to increased 
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indent cost and as buyers hesitated to 
accept higher prices, no transaction 
was concluded. Lead Acetate record- 
€d some improvement on the strength 
of China’s interest. 


Pharmaceuticals: China enquired for 
ascorbic acid; vitamine B1, B2 and B6; 
quinine ethylearbonate, dihydro strep- 
tomycin, potassium iodine, phenacetin, 
auromycin capsules, sodium bromide, 
pcetassium bromide and ammonium bor- 
mide but sales response was. either 
unavailable or unworkable. Demand 
from Taiwan and Korea also slowed 
down. Prices were, however, firm due 
to stock shortage of most of the 
popular items. 


Paper: Market slowed down with 
slackened export demand and sluggish 
local requirements. Some of the Euro- 
pean products remained at high price 
levels due to lack of stock and in- 
creased indent quotations. Prices of 
woodfree printing, bond, strawboard, 
duplex board, cellophane and newsprint 
were depressed as Japanese supplies 
continued to hit the market. Packing 
paper was firm but business not active 
as buyers and sellers both resolved 
to wait and see. Indent prices from 
Europe were higher than market levels 
in most cases. The Scandinavian 
Paper Mills Association firms planned 
to adjust prices. Prices of unglazed 
kraft, M.G. ribbed kraft and pitched 
kraft might be further increased. 


Cotton Yarn & Piece Goods: Indo- 
nesia intended to buy 5,000 bales of 
local yarn while Korean traders took 
up 6,000 bales of June, July and 
August deliveries. Burma also  con- 
tracted 1800 bales of HK yarn. But 
the market, though improved a little, 
were quiet as Indonesia and Burma 
contacted local spinning mills directly 
while Korea also intended to invite 
local mills to supply them without 
middlemen. Cotton piece goods mar- 
ket was still sluggish without much 
improvement. However, the improved 
yarn market helped piece goods from 
further downfall. 


China Produce: Among the cargo 
shipped to Europe recently were 
menthol crystal, tea, cassia _lignea, 
bamboo sticks, feathers, hog casings, 
galangal, camphor oil and seagrass 
mats. About 200 tons of Canton news- 
print were sold here last week at 
about $20 per ream which is a price 
lower than that of Norwegian or 
Canadian product. The price in Can- 
ton was about Y400,000 which is about 
$90 at official exchange rate. Popular 
items marked up in prices were rosin, 
dried chilli, red beans, green peas, 
sesamum seed, bitter almond, ground- 
nut kernel, citronella oil, aniseed oil, 
cotton seed oil, tea, pepper-mint oil and 
‘wheat bran. Soya bean was still slug- 
gish due to heavy stock and black bean 
was dragged down under weight of 
shipments from Shanghai. Ramie and 
mustard seed also yielded ground under 
heavy arrivals. 


Sugar & Rice: At the beginning of 
the week price of sugar eased due to 
slower outport & local demand and 
heavy arrivals. By the end of the 
week it improved with increased de- 
mand from Macao. The resumption of 
enquiries from outport traders’ also 
stimulated the market. Due to selling 
resistance in rice market, prices were 
kept up at first. Government then 
invited tenders for the purchase of 
550 tons of Indochinese rice, 30% 
broken from government stockpiles. 
Allocation rice dipped by 50 cents 
by the end of the week while broken 
rice also showed signs of weakening 
despite short supply. 


Hongkong Products: Oyster sauce 
manufactured in Hongkong was al- 
lowed to be exported to US under 
Comprehensive Certificates of Origin. 
These oyster sauces were processed 
in Hongkong from oyster juice from 
Japan. This marked the 14th relaxa- 
tion since the agreed procedure came 
into effect, making a total of 68 items 
eligible for export to US. Hongkong’s 
woollen gloves were not only criticized 
by UK importers for its cheap price 
but were also labelled by U Knit 
Handwear Association as “injurious to 
US knit handwear'_ industry.” The 
basis of the problem faced by US 
producers is the wide wage gap. Hong- 
kong workers received 7 to 11 cents 
an hour while American wages range 
from one US dollar to two dollars. 
The Association asked the US Tariff 
Commission to recommend an import 
quota and increased tariff rates to 
equalise competition. Dry batteries 
and vacuum flasks found new markets 
in US and South America. Manufac- 
turers of these two industries were 
optimistic about the future and esti- 
mated that the value of output for 
1954 would reach HK$40 million as 
compared with 35 million last year. 
Export of HK products to _ India, 
Malaya, Burma, Australia, New Zea- 
land, Central and South America and 
Africa were steady. However, in view 
of the uncertainty of future orders 
from Indonesia and Thailand, _ ship- 
ments of HK products to these two 
markets would slow down. 


Hongkong Mines: Hongkong Mineral 


Development Company Limited recent- 


ly invited two Japanese geologists to 
Hongkong to survey mine resources in 
Taimoshan area of this Colony. The 
two geologists are from the Nippon 
Mining Company Limited. They went 
out to Taimoshan to look for lead sul- 
phide deposits. 


FELDSPAR AND KAOLIN 
CLAY 


Mining of feldspar and kaolin clay 
in Hongkong is limited to small scale 
production by manual labour. Month- 
ly production capacity is about 300 
to 3,000 tons of each mineral depend- 
ing on the number of workers en- 
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gaged on the job. Digging from the 
open mine has been done without the 
help of heavy equipment. Part of the 
production is being exported to Japan 
and a few other pottery & chinaware 
manufacturing countries. Local brick 
and ceramics manufacturers are con- 
suming a good portion of the output. 
Government is trying to step up the 
production by suggesting modern 
methods and equipment but the two 
mining companies sticking to 
“scraping by manual labour’ method 
of production. Feldspar offered by 
China Mining Development Company 
is now selling at $60 per metric ton 
f.o.b. Hongkong and kaolin clay at $90 
per ton. The other mining firm is 
George McBain & Company. China 
Mining Development Company’s feld- 
spar and kaolin clay have following 
contents according to Government ana- 
lysis: 


Feldspar Kaolin Clay 

Loss on ignition 1 % 14.4% 
60.8% 47.9% 
Alumina ....... 21.8% 35 . 5% 
Iron Oxide... 0.2% 0.9% 
Potassium oxide 10.8% — 
Sodium oxide . 1.9% --- 
Magnesia . insignificant trace less than 0.1% 
Undetermined . 3.1% — 
Soluble Alkalies 

& undeter- 

mined... — 1 % 


Mining quantity for export orders is 
30 tons. Both are packed in second- 
hand gunny bags. 


FAR EASTERN 
COMMERCE 


Sino-British Trade: In preparation 
for the coming trade talks with Chinese 
delegates, the. Board of Trade in Lon- 
don recently issued a list of unrestrict- 
ed exports which contains 400 items. 
This list will be presented to the 
Chinese trade mission as a guide to 
the type of goods they may obtain 
from Britain. Goods on the list range 
from traps for rats to textile plant, 
machinery, office equipment, small pas- 
senger cars, musical instruments, chemi- 
cals, drugs and leather goods. It also 
includes domestic electric appliances, 
photographic and cinematographic 
equipment, radio, gramaphone, agricul- 
tural equipment, rubber goods, plastic 
materials, pens, pencils, footballs, ten- 
nis racquets and boxing gloves. The 
Chinese market will not only be a 
restricted one but also a competitive 
one as German industrialists too have 
been negotiating with China to improve 
their trade relations. Last year’s totai 
export of China Staples to Britain 
amounted to £10 million and in the 
first four months of 1954, shipments 
were not much greater than_ those 
during the same period in 1953 but 
it was estimated that Chinese exports 
to Britain could be stepped up to 
£50 million a year. Most British ex- 
porters were not too optimistic about 
the future of China trade as on the 
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political side there is the U.N. embargo 
which restricts goods that can be sent 
to China and which China needs while, 
on the other hand, the Chinese them- 
selves have political ties which limit 
their ability to trade with non-Com- 
munist countries. China’s political 
ties with the Communist bloc have 
changed the pattern of Sino-British 
trade. Before’ the war, Britain’s ex- 
ports to China consisted almost en- 
tirely of consumer goods. Now the 
Chinese want to buy heavy equipment 
for their industrial developments. 


British businessmen want assurance 
on the method of payment to be made 
in Sterling as in pre-war days. The 
foreign exchange reserves of China 
are a closely guarded secret, but it 
was pointed out that China’s 
favourable balance of trade with 
Hongkong was until last year running 
at an annual rate of about $30 mil- 
lion. As to what part Hongkong 
will play in the future, a_ recent 
Chinese statement implied that “trade 
through Hongkong will be treated as 
normal channe!.’”’ Another Chinese 
statement assured that’ British mer- 
chants will be free to re-export Chin- 
ese goods to Europe. Before the war, 
London was the focal point for trade 
between China and other countries. 
It was speculated that London might 
handle this business again in the near 
future if the trade talk could be satis- 
factory. 


Japan’s Export: Japan’s textile in- 
dustry is struggling against the cur- 
rent business slump which is the most 
serious since autumn 1952. Worsted 
yarn, in particular, fell off to the floor 
price level. Chief reasons for the 
slump were (1) the bulging stockpile 
of textile goods which resulted from 
the curtailed export and domestic de- 
mand and (2) an increase of distress 
merchandise on the market because of 
smaller makers’ financial trouble. 
To improve the situation the industry 
planned to produce less, bid for in- 
ventory loans and_ promote export 
market. The Asian Economy Promo- 
tion Association recently decided to 
open Japanese trade centres in Hong- 
kong, Bangkok, Singapore, Manila and 
Djakarta to promote exports of not 
only textiles but other items as well. 
In Los Angeles, Mr. Dulles called on 
the free world to shun economic 
policies which would make Japan an 
ally or tool of Russia and China. 
“Japan must trade to live and if the 
free nations fail to make it possible for 
Japan to earn its way, then inevitably, 
though reluctantly, her people would 
turn elsewhere’’, Mr. Dulles said. But 
in Washington, some Congressmen 
were disturbed by the prospect of new 
agreements which would _ (flood the 
country with cheap Japanese’ goods. 
The Japan-Canada commerce agree- 
ment signed in Ottawa on March 31 
came into force last week. Under 
the agreement, both countries are to 
extend most-favoured-nation treatment 
to each other. Japan’s trade with 
Germany was unfavourable and a large 


Japanese deficit had piled up. A Ger- 
man trade delegation would visit 
Tokyo to work out a new trade agree- 
ment. Japan expressed that they could 
sell more textiles on the German 
market. To the Government of Chile, 
Japan granted a credit of US$100 
million for the purchase of rolling 
stock and shipping material. With 
Iran, Japan discussed a trade project 
which would call for an exchange of 
goods worth $27 million each way an- 
nually. Japanese imports from Iran 
would include $15 million worth of 
oil and $12 million worth of raw cot- 
ton. Iranian imports from Japan 
would include $18 million worth of cot- 
ton piece goods and $9 million worth 
of steel products and machinery. 
Japan’s barter trade with China, how- 
ever, was not 100 percent satisfactory. 
China recently informed 19 Japanese 
firms that she would suspend trade 
with them if they do not fulfil obliga- 
tions stipulated in their contracts. 
One of the stipulations which Japan- 
ese firms had failed to fulfil was 
their lagging purchases of Chinese 
staples. 


Taiwan: Taiwan achieved a favour- 
able trade balance of US$4.8 million 


in May. Her exports amounted _ to 
US$16.2 million and her imports 
US$$11.4 million. The favourable 
balance was brought about by _in- 
creased exports of sugar and rice, 
which reached US$9.8 million 
and $3.9 million respectively. 
Production of cement in Taiwan 
for Jan./May 1954 amounted _ to 


225,824 tons which was 11.5 percent 
higher than that of corresponding 
period in 1953. In order to meet the 
increased domestic demand, Taiwan 
suspended the export of this item 
since this Spring. 


Indonesia: An increase of the bank- 
notes in circulation in Indonesia by 
200 million rupiahs gave rise to specu- 
lations about a devaluation of the 
Indonesian currency. This turn 
started an upclimb of commodity prices 
in Indonesia and a slump of rupiah 
in Singapore. Indonesian authorities 
later announced that the increase was 
limited to notes of small denomina- 
tions and that the increase was to 
meet the requirements of the market. 
It was generally believed that the 
increase would result in a flurry of 
commodity prices. As a result, hoard- 
ing became prevalent and prices of 
imported goods started to climb, parti- 
cularly in Djakarta and Medan where 
reaction was most __ sensitive. While 
the present increase of 200 million 
did not amount to much in proportion 
to 4,500 million rupiahs' already in 
circulation, trade circles were concern- 
ed about the country’s dwindling re- 
serves. 


Macao: While others tried hard to 
improve their China trade within the 
limits of UN embargo, Macao who had 
never bothered about the embargo, 
recently clamped down on _ the re- 
export of all strategic materials. About 
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4,000 tons of cargo from Europe which 
arrived recently on the  7,600-ton 
Portuguese ship “India” were frozen 
by the Portuguese authorities. 


Rice for Sale: Ceylon recently offer- 
ed to sell to Japan the rice which 
she previously imported from 
China. The price offered to Japan 
was £52 per ton f.o.b. Thailand was 
also anxious to get rid of her surplus 
rice. Bangkok instructed diplo- 
matic representatives in rice-importing 
countries to push the sales. Response 
so far was not encouraging. 


Indonesian Membership of I.M.F. 


The Republic of Indonesia became a 
member of the International Monetary 
Fund and the International Bank for 
Reconstruction and Development on 
April 15, when the Articles of Agree- 
ment of these institutions were signed 
in Washington on behalf of the Gov- 
ernment of Indonesia by Moekarto 
Notowidigdo, Indonesian Ambassador 
in Washington. The quota of Indo- 
nesia in the Fund is US$110 million, 
and its subscription to the capital stock 
of the Bank is 1,100 shares with a 
total par value of $110 million. Fifty- 
six nations are now members of the 
Fund and of the Bank. Admission of 
Indonesia brought the total of mem- 
bers’ quotas in the Fund to $8,848,- 
500,000. The total subscribed capital 
of the Bank is now $9,148,500,000. 


Foreign Investments in Japan 


In 1953, the Japanese Ministry of 
Finance approved 140 new technical 
assistance contracts between Japanese 
and foreign business firms, bringing to 
8344 the total number of these con- 
tracts approved since June 8, 1950 
under. the terms of the Foreign Invest- 
ments Law of May 10, 1950. The 
duration of the contracts is from one 
to fifteen years. Of the foreign firms 
participating in the contracts, 245 
were in the United States, 39 in 
Switzerland, 17 in Germany, 12 in 
Canada, 11 in Sweden, 9 in France, 
5 in the United Kingdom, 2 each in 
Denmark and Italy, and 1 each in the 
Netherlands and Panama. The ma- 
chinery manufacturing industry is con- 
cerned in 194 of the contracts, the 
chemical industry in 57, metal indus- 
tries in 27, and textiles in 16. The 
foreign exchange payments for royal- 
ties and other fees provided under 
these technical aid contracts aggre- 
gated US$18.6 million between June 8, 
1950 and September 30, 1953. The 
technical assistance agreements’ are 
only one of the forms, although the 
most important, of foreign investment 
in Japan since June 1950. The 
other three are (1) stock acquisitions 
in Japan by foreigners, amounting to 
about $32.3 million by the end of 
1952. of which stock worth $26.2 mil- 
lion involved participations the 
actual business of Japanese firms; (2) 
foreign investments in investment cer- 
tificates which by the end of Novem- 
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ber 30, 1953 amounted to about 
$630,000; and (3) direct foreign loans 
amounting on the same date to about 
$86.0 million, including the three Toans 
totaling $40.2 million from the IBRD. 
Other governmental loans are not in- 
cluded in this total. Remittances in 
foreign exchange on account of pro- 
fits, royalties, dividends, or other pay- 
ments, and repatriation of capital are 
guaranteed for these investments by 
the Japanese Foreign Investments Law. 
Furthermore, under the terms of a new 
agreement signed in March 1954, the 
U.S. Government will insure private 
U.S. investments in Japan against risks 
of currency inconvertibility or loss 
through confiscation or expropriation. 


Nationalization of Indonesian Air 
Transport 


Indonesian Government and K.L.M. 
Royal Dutch Airlines concluded a new 
6-year contract, in place of the exist- 
ing 26-year contract,.in respect of the 
ownership and the management of 
Garuda Indonesian Airways Company, 
the only airline company in Indonesia. 
The new contract, in effect from April 
30, 1954, provides for complete with- 
drawal of K.L.M. from ownership and 
management of Garuda Airways, whose 
entire K.L.M.-held stock will be taken 
over by Indonesian Government in re- 
turn for appropriate amounts of com- 
pensation to K.L.M. The management 
of Garuda Airways will be entrusted 
to an entirely new government-appoint- 
ed Board that will continue to receive 
technical assistance until 1960 from 
K.L.M. Although this contract is valid 
for 6 years, it may be’ terminated 
earlier by either party after 6 months’ 
notice. 


PHILIPPINE EXPORTS TO AND 
FROM JAPAN IN 1952 & 1953 


(F.O.B. Value in thousand pesos) 


Exports 1952 1953 
Raw sugar muscovado) .. 3,702 450 
Beer malt (liquor) ........ 192 182 
Abaca, unmanufactured .. 16,998 19,379 
Logs, lumber and timber .. 19,449 41,599 
601 944 


Imports by Commodity Group 1952 1953 


Fish and fish preparations 204 lll 
Cereals and cereal prepara- 

Fruits and vegetables ..... 913 477 

_ Coffee, tea, cocoa, spice .... 21 6 
Miscellaneous food prepara- 

Animal and vegetable crude 

materials, imedible ...... 88 308 
Mineral fuels, lubricants and 

related products ........ 75 128 
Chemical elements and com- 

Dyeing, tanning and colour- 

Medicinal and pharmaceutical 


Imports by Commodity Group 1952 1953 


Essential oils, perfumes, 

toilet preparations ...... 6 
Fertilizers, manufactured. 1,896 458 
Explosives and miscellaneous 

chemical elements ...... 292 143 
Leather and leather manu- 

factures, N.E.S.  .....; 2 1 
Rubber materials, N.E.S. .. 98 379 
Wood and cork manufactures 

(excluding furniture) .... 7 9 
Paper and paperboard and 

manufactures, thereof ; 295 312 


Textile yarn, fabrics, made- 


Textile fibers (not manufac- 

Non-metallic mineral manu- 

ner 1,991 2,471 
Manufactures of metals... 2,528 1,827 
Machinery other than elec- 

Electrical machinery, appara- 

tus and appliances ...... 486 355 
Transport equipment ape 1,904 459 
Prefabricated buildings ; 

plumbing and lighting 

046406 0% 60.8% 288 53 
Furniture and fixtures .... 25 64 
Professional and scientific 

Miscellaneous manufactured 

Live animals, not for food 67 _- 
Returned goods and special 

7 


THAILAND’S FOREIGN TRADE 
IN 1952 & 1953 


(Thousands of Baht) 


1952 1953 
IMPORTS 
Port of Bangkok 5,410,319 6,389,903 
Provincial Ports 267,631 235,128 
5,677,950 6,625,031 
EXPORTS 
Port of Bangkok .... 4,626,929 4,773,072 
Provincial Ports 1,214,117 1,080,078 
wes 5,841,046 5,853,150 
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are all but reached and purchases are 


now tapering off. Consequently, it is 
unlikely that any large part of pos- 
sible future excess production will be 
absorbed in this fashion. The excess 
production for 1953 is equivalent to 
about 9 percent of world production. 


Production and Stock Movement 
Items 1951 1952 1953 
.. Thousand metric tons.. 
pS 1,915 1,820 1,750 
Consumption ............ 1,525 1,472.5 1,595 
Excess production Seite 390 347.5 155 
Change in stocks 
Excluding strategic 
+ 45 + 10 + 42.5 
Strategic stocks 846 +337.6 +112.6 


Strategic stocks are estimated at 
above the volume of all other stocks. 
The total of the latter amounted to 
about 880,000 tons as of 1 January 
1954, equivalent to 6.6 months’ con- 
sumption as compared with 6.8 months 
a year earlier and 6.5 months’ two 
years earlier. In 1929-33, years pre- 
ceding the International Rubber Regu- 
lation Scheme, stocks averaged 7 
months’ consumption. While stocks 
afloat have declined with the reduced 
volume of trade over the past few 
years, stocks in consuming countries 
have mounted steadily, representing 
1.7, 2.5, 2.9, and 3 months’ consump- 
tion at the beginning of the years 
1951 to 1954. 


Production of natural rubber over 
the past four years has been about 
twice the prewar volume. Stimulated 
by exceptionally high prices resulting 
from increased demands by industry 
and accelerated strategic stock-piling 
following the outbreak of the Korean 
conflict, production increased 25 per- 
cent between 1949 and 1950. It 
reached a peak in 1951 and has since 


_— 


THAILAND’S RUBBER & TIN EXPORTS 


Rubber Export 
(Thousands of Baht) 


To Sterling Group To US $ Group Total 
Year Metric Metrie Metric 
tons Baht tons -Baht tons Baht 
Tin Export 
- (Thousands of Baht) 
To Sterling Group To US $ Group Total 
Year Metric Metric Metric 
tons Baht tons Baht tons Baht 
6,434 198,961 6,508 193,623 12,942 392,584 
7,274 168,305 6,891 183,140 14,165 351,445 


RUBBER 


Production has been in excess of 
consumption in natural rubber for a 
number of years, the excess. being 
particularly marked since 1951. A 
large part of the excess has been ab- 
sorbed in government strategic stock- 
piles. Excess production in 1953 has 
been estimated at 153,000 tons. Of 
this, 113,000 tons might have been ab- 
sorbed in strategic stocks. United 
States strategic stockpile objectives 


declined. The increase in production 
was chiefly attributable to higher out- 
put from small holdings (mainly in 
Indonesia but also in Malaya, and 
elsewhere) where yields and qualities 
are relatively poor. The subsequent 
decline is most in evidence in _ this 
sector. Production has followed the 
downward trend in prices and any 
further decline in prices is likely to 
discourage production. Contraction 
may be accelerated to the extent that 
areas of low yielding trees now being 
tapped are taken out of production 
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for replanting. This is a normal part 
of estate management; for small hold- 
ings, it depends on the _ success of 
government schemes (eg., Malaya) 
which offer subsidies for this purpose. 
On the other hand, areas scheduled 
for replanting will be “slaughter 
tapped” with resultant temporary in- 
crease in output and areas replanted 
with high-yielding material in early 
postwar years will soon be ready for 
tapping. No sharp contraction there- 
fore seems likely. 


Natural Rubber Production 
1934- ( Est.) 


Country 38 1948 1949 1950 1951 1952 1953 

aver- 

age 

+e Thousand metric tons ...... 
Indonesia 354 439 440 708 827 760 700 
Malaya 423 709 682 705 615 594 575 
Thailand* 32 97 96 114 111 99 100 
Ceylon *6§2 97 91 115 107 98 90 


Viet-Nam and 
Cambodia *39 45 44 49 638 64 70 
Africa 8 45 46 55 484675 75 75 
World total 995 1,550 1,5101,890 1,9151,820 1,750 
* Exports. 


The bulk of rubber is used in the 
manufacture of other products. of 
whose value it represents only a small 
fraction. (An exception of growing 
importance is latex foam products). 
Consequently, price elasticity of de- 
mand is very low. Rising incomes, 
however, favorably affect the demand 
for and use of these products—auto- 
mobiles, aircraft, footwear, sports and 
travel equipment. With the growth 
in world population, the wider use, 
and the development of new uses, the 
long-term trend of rubber consump- 
tion is favorable. Regionally, high in- 
come areas are the major consumers 
of rubber and rubber products; the 
United States alone accounts for over 
one-half of world -consumption. 


total higher in 1953 than in the pre- 
vious year, there appeared signs of 
recession in the latter months of 
1953. Cut-backs in automobile pro- 
duction in the United States may have 
a significant effect on future consump- 
tion. Natural rubber may, however, 
recapture a larger proportion of the 
total market. Of the total estimated 
rubber consumption of some 1,335,000 
tons in the United States in 1953, 
553,000 tons were in natural rubber, 
that is 41 percent. By December, the 


proportion had increased to 46 per- 
cent. 
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ing and price relationships were un- 
favorable to United States cotton, 
stocks outside the United States fell 
considerably. In the current season, 
prices of non-United States cottons 
have been tending to advance as sup- 
plies contract; but this advance is 
liable to be limited in view of the pres- 
sure of the U.S. surplus. 


Many factors, such as favorable 
yields and adverse trade conditions, are 
involved in the accumulation of stocks 
in the United States, but of major 


Natural Rubber Trade 


Country 1934- ( Est.) 
38 1948 1949 1950 1951 1952 1953 
United States ...... 494 740 665 808 744 815 675 
30 43 41 47 49 37 40 
325 460 500 575 700 600 640 
975 1,470 1,470 1,750 1,860 1,750 1,650 
Exports: 
347 439 429 703 806 761 700 
416 690 689 668 618 581 575 
32 97 96 114 lll 95 
62 93 92 120 105 91 95 
Worid total ............ 970 1,480 1,460 1,820 1,850 1,740 1,660 


World prices of natural rubber in- 
creased four-fold between the first 
quarter of 1950 and the first quarter 
of 1951. Subsequently, they have been 
in continuous decline. In the fourth 
quarter of 1953, they were only about 
10 percent higher than in the first 
quarter of 1950. 


Prices of natural rubber in the 
United States have declined almost 
continuously throughout 1953. As of 
mid-year, the price of the competitive 
grade dropped below the United States 
government price for the main type of 


Rubber Consumption 


1949 1950 1951 1952 1953 
Thousand metric tons 


584 732 461 461 553 
39 47 45 34 37 
£20 580 635 600 620 
316 371 380 379 375 
1,460 1,730 1,525 1,473 1,595 
455 590 825, 900 900 


Type and country 1934- 
38 1948 
United States ...... 510 637 
Other countries ates 140 287 
Total Natural 1,000 1,445 
Total Synthetic 490 


Natural rubber has, however, to com- 
pete with a synthetic product for the 
available market. In 1952, synthetic 
rubber accounted for about two-thirds 
of total rubber consumption in the 
United States. During 1953, natural 
rubber prices have declined to a level 
more competitive with the government- 
fixed price for the synthetic product. 
The proportion of natural rubber in 
total rubber consumption has _ been 
rising. In the second half of 1953, 
the United States government reduced 
the statutory minimum level at which 
synthetic rubber was to be consumed 
and reduced operations in some of 
the synthetic rubber plants. 


Although world consumption of rub- 
ber (natural and synthetic) was in 


the synthetic product. They continued 
to fall in the second half of the year, 


although there were some signs of 
stability toward the end of 1953. 


COTTON 


World stocks of cotton at 1 August 
1953 totaled 3.3 million tons and are 
expected to increase by 1 August 1954 
to 3.9 million tons, i.e., equivalent to 
61 percent of current production and 
842 months’ consumption. The whole 
of this expected increase is likely to be 
in the United States where stocks may 
increase from 1.2mn. to 2.1mn. tons. 
During 1952/53, when prices were fall- 


importance are the price-support opera- 
tions which have placed United States 
cotton at a price disadvantage in world 
markets. The stocks accumulated by 
the Commodity Credit Corporation 
totaled 430,000 tons on 1 August 1953 
and may be as high as 1.2 million tons 
by 1 August 1954. At this level, the 
CCC stock alone would be equivalent to 
a little over one-third of United States 
production and to than _ the 
average exports of the past five years. 
It would be a little less than one-fifth 
of current world production and near- 
ly half as much as world trade. Al- 
ready in the 1930’s there was an ex- 
cess of production over consumption 
of 4 percent on the average, leading 
to an accumulation of stocks in 1938 
equivalent to 80 percent of an average 
world crop, and again in the 1949/50 
season production exceeded consump- 
tion by 6 percent. The dimensions of 
current stocks are, however, liable to 
diminish since steps have already been 


‘taken in the United States to curtail 


production in 1954/55. Extended cur- 
tailment is a possibility. 

World cotton production has ex- 
panded almost continuously since the 
end of the Second World War; in 
1953/54, at 6.4 million tons, it is about 
20 percent larger than the prewar 
average. Expansion has been encou- 
raged by prices which have _ been 
generally favorable and at times ex- 
ceptionally so. While globally the area 
under cotton has expanded, planting 
under irrigation has greatly extended 
and yields have increased on this and 
other accounts. In the United States, 
the extension of mechanized methods 
of cultivation and harvesting has also 
contributed to increased productivity. 


In early postwar years, production 
in the Western Hemisphere, particu- 
larly in the United States, was already 
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at or above the prewar volume, while 
in other areas production lagged be- 
hind, owing to political upheavals and 
the concentration on food production. 
With some relaxation now possible in 
this latter respect, the opening-up of 
new areas, and the increase in yields, 
production outside the United States 
has made rapid progress in recent 
years and is now exerting a greater 
pressure for outlets. 


At current price levels and in the 
absence of curtailment measures, pro- 
duction might increase slowly. Official 
restrictions on the cotton area in 
Egypt have cut production by over 
one-third in the current season. These 
restrictions are scheduled to continue 
for a further two years. Acreage 
restrictions in Pakistan have brought 
about a 15 percent cut in production. 
In Brazil, the lowering of the level of 
price support, together with the attrac- 
tions of other crops and industrializa- 
tion, is resulting in a decrease of cot- 
ton cultivation. But in most other 
countries expansion continues. 


The world volume depends greatly 
on trends and policies in the United 
States, whose cron in 1953/54 account- 
ed for 56 percent of world production. 
Steps have now been taken to restrict 
the United States cotton acreage. At 
first, it was proposed to restrict acreage 
to produce 2.15 million tons in 1954/55 
(i.e, 17.8 million acres), but legisla- 
tion now provides for an acreage which, 
taking into account the trend of yields, 
would produce 2.5 million tons. 


World consumption increased mark- 
edly between 1948 and 1953, but not 
in the United States. The increase 
elsewhere reflects not only advancing 
incomes, but also a _ proportionately 
large increase in the supply of lower 
cost fibers and textiles. The increase 
in cotton consumption between 1938 
and 1948-53 has not been commen- 
surate with the increase in other ap- 
pare! fibers (wool and rayon), neither 
globally nor in the United States. 
Cotton’s percentage has shrunk from 
approximately 80 percent to 70 per- 
cent. This is due to the inroads of 
rayon into cotton’s markets, made pos- 
sible by technological advances. in 
rayon and its relatively lower price. 
In the postwar era rayon has enjoyed 
a price advantage in relation to cotton 
which has been more continuous and 
larger in major cotton importing coun- 
tries than in the United States. 


Wartime clothes rationing schemes 


have been abandoned in Europe, and > 


purchase taxes on textiles have been 
reduced, notably in the United King- 
dom. But the latter continue to have 
an adverse effect on consumption, and 
export markets for European textiles 
are becoming difficult to find in the 
face of increased supplies from lower 
cost and protected industries. Else- 
where, including the two other major 
textile producing countries: India 
and Japan, and the many other coun- 
tries with expanding textile industries, 
consumption has increased continuous- 
ly. As textile supply has improved in 


—_ 


Japan and India, rationing and con- 
trols on distribution have been aban- 
doned or relaxed, and larger outlets 
have been sought in textile export 
markets. In cotton producing coun- 
tries, domestic textile industries have 
an advantage since their cotton sup- 
plies, inasmuch as they escape export 
taxes, are obtained at prices below 
the world prices. 

Despite a recession in European con- 
sumption, world trade in cotton was 
fairly well maintained in 1951/52. 
However, a sharp decline in exports 
took place in 1952/53, as stocks in 
importing countries were reduced in 
view of the prevailing downward price 
trend. Stock reduction is notable in 
the United Kingdom where imports 
are still largely purchased by the 
government-financed Raw Cotton Com- 
mission, and in India where imports are 
subject to licensing. Import licensing 
is in force in all major importing 
countries, with the notable exception 
of Western Germany, and also in most 
cotton producing countries with tex- 
tile industries. 

On the supply side, a decline in 
world cotton trade in 1952/53 took 
place in the United States and Brazil. 
In both countries, official price policies 
impeded exports at competitive world 
prices. .Following a price adjustment 
elsewhere from previous high levels— 
partially accomplished by reducing ex- 
port taxes—shipments from other ex- 
porting countries expanded and their 
stocks were reduced. The pattern of 
trade has also been affected by bila- 
teral trade and payments agreements 
between individual exporting and im- 
porting countries. In the case of the 
United States, large-scale credits have 
been extended by the Export-Import 
Bank, and grants-in-aid. given by the 
Foreign Operations Administration, 
specifically for cotton purchase. Loans 
and grants by the United States gov- 
ernment to finance cotton exports 
amounted to 283.4 million dollars from 
1 August to 29 December 1953, equi- 
valent- to 325,000 metric tons. Dur- 
ing the 1952/53 season the _ loans 
granted were sufficient to purchase 
260,000 metric tons. 

The current season may see a re- 
versal of last season’s trade trends. 
Consumption in Europe has been in- 
creasing for some time and expansion 


CEYLON’S MAJOR 
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in Japan and India continues. On 
the other hand, supply in the more 
immediate future is expected to decline 
only slightly and uncertainty as_ to 
price levels may be a deterrent to 
stock replenishment. In the United 
States, prices may remain at about 
the support level, but this will tend 
again to become the world minimum 
as demand expands and supplies from 
other sources contract. Consequently, 
some recovery in the export demand 
for United States cotton seems pos- 
sible. | 


Within the limits of the support 
level and the official maximum intro- 
duced in 1950, the price of United 
States cotton indicates the trend of 
world prices. The United States price 
advanced from the support level in 
midseason 1949/50 to the maximum in 
the early months of 1951. Apart from 
a break and recovery in the early part 
of the 1951/52 season, the price de- 
clined gradually to the support level 
again and has remained at this level 
since the middle of the 1952/53 season. 


Prices of cotton of other major 
exporters—Brazil, Mexico, Pakistan, 
Egypt, and India—bear export taxes 
which, except for Brazil, have been 
adjusted over the past few years, 
depending on the state of _ trade. 
Variations in the export price of 
Brazilian cotton are governed by ex- 
port licensing procedure, exchange 
regulation, and government __ sales 
policy. 


Last season, prices of most cottons 
declined sharply, and there were nota- 
ble changes in the’ relationship _ be- 
tween prices of different growths. 
Currently the price spread _ is nar- 
rower. Since 1952/53, official selling 
prices for Egyptian cotton were based 
on United States market quotations 
and as supply situation has 
tightened in Egypt, the margin over 
the United States price has increased. 
Pakistani prices were adjusted down- 
wards quite sharply to the United 
States price level, but as stocks have 
been run down, a perceptible rise has 


taken place. At the beginning of the 
1953/54 season, official prices. of 
Brazilian cotton were adjusted to 


United States market quotations and 
the liquidation of stocks in export 
markets is now proceeding. 


IMPORT AND EXPORT PRICES 


Import Prices 
in Rupees & Cents 


Commodity 


Cotton piecegoods 
Refined sugar (other) 
Art silk piecegoods 

Dried or salted fish 
Motor cars 
Sulphate of Ammonia 


Price change 


Quantity 1952 1953 Dec., 1953, 
Unit Full Dec. compared with 
Year full year 1952 
ewt 41.16 39.66 — 4.3% 
yd 1.47 1.45 — 1.4% 
cwt 29.23 26.04 —10.9% 
cwt 32.65 23.97 —26 .6% 
yd 1.40 1.66 +18.6% 
ewt 69.74 » 73.48 + 5.4% 
No 6,373.98 5741.62 — 9.9% 
cwt 104.87 143.01 +36.4% 
ewt 19.25 13.88 —27.9% 
100.00 94.82 
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Export Prices 
in Rupees & Cents 
PLUM- COCONUT PRODUCTS SPICES 
BAGO Arecanuts Average Price Cinnamon 
TEA Rubber (Customs (Average Price) (Customs Cinnamon Leaf Oil 
(Average Quality Average sic- Average Carda- Cinna- Quills Cocoa Citro- (Customs 
Price) (R.S.S. f.o.b. Fresh Copra cated Coconut f.o.b. moms mon ( Fine- (Estate nella Average 
Medium No.1 Value) Coco- (Estate) Coco- Oil Value) (Green) Chips 0000) No. 1) oil f.o.b. Value) 
per. lb. per Ib. p. ewt. nuts No. 1 nut (White Oil) p.cwt. perlb. perCandy per lb. p. ewt. per lb. per oz, 
Jan./Feb. 1951 2 26 3 O01 24 30 245 00 291 81 0 74 1983 75, 51 46 7 B85 83 44 2 66 207 22 10 07 0 38 
99 1952 1 71 1 62 45 53 174 87 170 02 0 50 1116 75 57 00 9 91 85 00 1 51 158 79 2 62 0 54 
- 1953 1 86 1 35 29 42 206 78 198 68 0 50 1250 32 36 47 5 94 92 82 1 40 171 62 1 77 0 33 
a 1954 2 19 110% £26 65 227 50 226 40 0 52 1865 94 41 32 7 88 90 56 2 12 220 75 2 24 0 31 


HONGKONG COMPANY 
INCORPORATIONS 


Every week a number of business 
firms are being registered as ‘‘Com- 


$1,000,000; Registered Office, No. 47, 
Wing Lok Street East, Victoria, Hong- 
ong; Subscribers—Wong Tat Huen, 
17, Village Terrace, Hongkong, Mer- 
chant; Leung Woon Tong, 17, Village 
Terrace, Hongkong, Married Woman. 


Hillel-Milbrit Associates (Hongkong) 


Of late little has been heard of the 
International Tin Agreement and for 
that matter much of the buying and 
selling of Tin Shares takes place with- 
out a thought being given as to whe- 
ther or not the Agreement will come 
into force. This week, however, the 


pany Limited” and the names of such |[imited—Importers, exporters; No- Agreement has been in the news again 
firms and capital and subscribers are minal Capital, $500,000; Registered as if to be operative it must be signed 
then being published. Additional in- Office, Room 31A Printing House, Dud- >y the 30th June. Canada’s declara- 
formation about such incorporated ej] Street, Hongkong; Subscribers— tion that she will adhere to it leaves 


companies can be obtained from the 


J. J. Edgar, Gloucester Hotel, Hong- 


three important consumers yet to sign 


Supreme Court Registry. Most incor- jong Merchant; C. M. Xavier, 198, France, Germany and Italy, all of 
porations involve old commercial and Nathan Road. Kowloon. Solicitors Whom appear to be hesitating. Now 
other enterprises who were previously (jerk ; that Bolivia has registered its agree- 


conducted as a partnership, sole _ pro- 
prietorship ete. The trend is towards 
incorporation of business firms. A 
misconception has arisen among cer- 
tain sectors of the public that the 
weekly return of incorporations of 
business firms means the establishment 


Eastland Tea Company Limited— 
Manufacturers of and dealers in tea, 
coffee; Nominal Capital, $500,000; Re- 
gistered Office, 20-20A, Belchers 
Street, West Point, Hongkong; Sub- 
scribers—Ho Sai Man, 4, Shan Kwong 


ment all the main producers except 
for Indonesia, whose decision is ex- 
pected shortly, will have signed. Thai- 
land which accounts for only just over 
6% of world production is also be- 
lieved to have decided to become a 


3 party to the agreement. Dollar Tins 
of many new enterprises. There attracted exceptionally little interest 
a few new firms among the names of , ; y gong, and business in Australians was con- 


Merchant; Lam Wai Man, 16, Kai Yuen 


incorporated companies but the ma- fined mostly to Austral Amalgamated 
jority consist of old enterprises Terrace, Hongkong, Merchant. which retained its strength owing to 
having established themselves here Three Stars Land Investment Com- the dearth of offerings. A fair turn- 


for many years. The vast majority of 
small and medium Chinese commercial, 
financial and industrial firms are not 
incorporated, usually owned by a 
family or a number of relatives and 


pany Limited—To purchase, take on 
lease or in exchange, or acquire lands 
‘and buildings; Nominal Capital, $1,200,- 
000; Registered Office, No. 8, O’Brien 
Road, Victoria, Hongkong; Subscribers 


over took place in Kuala Kampar at 
35/- and Laruts at 10/1% and 10/3. 
London offerings of Renong Tins were 
rapidly absorbed from 11/3% to 11/9 
and Ampats were taken at 8/1% cum. 


friends. The words “Company Limit- Ki, Band. the 20% dividend. 
ed” or the two Chinese characters ongkong, Mercnant; p ong, 
“Kung Sze” having the same. legal O’Brien Road, Hongkong, Merchant: In the Rubber share section business 


meaning are to be used only by in- 


Fung Ling, 100, Sing Wo Road, Hong- 


was. practically non-existent. In con- 


2a . trast to local apathy and uncertainty, 
gy kong, Married Woman. United Kingdom stock markets con- 
whidenen of company law, display, in tinue buoyant and the highlight of the 


English and Chinese, these words and 
characters and also have them printed 
on their letter heads. 


The following new private companies 


SINGAPORE SHARE 
MARKET 


The continuing political uncertainty 


week in London was the floatation of 
the £300 million 2% conversion Loan 
1958/59, offered at £99% per £100 
nominal. The closing of -the list of 
cash applications 30 minutes after it 


were incorporated during the week d lv d trated to th 
and the feeling that the normal sea- WaS Opened, amply Gemonstrated to tne 

ended June 5, 1954:— sonal falling oak ip teabeethin aaa hand, world not only confidence in the future 
Tonnochy Bali Room Company would appear to be combining together but also the growing strength of 


Limited—Business of ball room, theatre 
music hall; Nominal Capital, $600,000; 
Registered Office, No. 6, Tonnochy 
Road, Wanchai, Hongkong; Subscri- 
bers—Wong Yiu Wan, No. 9, Tung 


Choi Street, Kowloon, Merchant; Au day. The Industrial Section was prac- we ere 
Lai Chuen, 648, Nathan Road, Kow- tically featureless but price changes, Published and edited by ERIC E. HALPERN 
loon, Merchant; Cheung Ah Yan, 1, which were few, were mostly for the for and on behalf of The Far Eastern 


Fee Loong Terrace, North Point, Hong- 
kong, Merchant. 


Chong Jan Limited—Importers, ex- 
porters; Nominal Capital, $20,000; Re- 


gistered Office, No. 62, Connaught lost ground with buyers over at $2.75. $ Published weekly and printed in Hongkong 
Road Central, Victoria; Subscribers— A small daily turnover took place in “4 the Graphic Press Ltd., 4, Queen’s Road, 
Tam Wing Lok, 62, Connaught Road Gammons at $2.97% and $3.00 and ‘ . : 

Central, Hongkong, Merchant; Yee Hammers continued to change hands 


Suey Jew, 62, Connaught Road Cen- 
tral, Hongkong, Merchant. 

Saving Medicine Company, Limited 
—Medicine dealers; Nominal Capital, 


to smother any embryonic signs of en- 
thusiasm in Malayan markets. The 
consequent reduction in the volume of 
business written was further aggra- 
vated by the Hari Raya Puasa holli- 


better. Consolidated Tin Smelters, on 
anticipation of the annual dividend due 
next month, at 25/3 showed a 4%ed. 
rise and Wm. Jacks recovered some 


at $3.00. Selling orders of Singapore 
Cold Storage were absorbed at $4.72% 
and activity in these shares reached the 
lowest level for some weeks. 


sterling. Locally Loans have been 
marked up further and return from 
taxables is now in the region of 4%%. 


Economic Review Ltd., at 322, Queen’s Build- 
ing, Victoria, Hongkong.—Telephone: 32429. 


Cables: Ficom. 


The Far Eastern Economic Review is 


Annual subscription rate: $80. 
$93 or £6.0.0-or US$16.- 


Overseas 


Price per single copy: $1.60 
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HONGKONG 


Importers — Exporters 
Shipping, Airways & Insurance Agents 


Queen’s Building 


HONG KONG 


“3° 


P. O. Box No. 6 


Cable Address: 
NORWEGIAN 


All Codes 


Imports: 


Paper and Boards, all kinds of 
Timber, Wallboards, Plywood, 
Metals, Chemicals, Fishing Equip- 
ment, Wine & Spirit, Provisions, 
General Merchandise. 


Exports: 


China Produce, Seagrass, Feathers, 
Wood Oil, Bamboo, Rattan, Cotton 
Waste, Hair Nets, Human Hair, 
Cassia, etc. — Hongkong Manu- 
factured Goods. 


Also in: BANGKOK, NAIROBI, OSLO, 
SANDAKAN & SINGAPORE. 


LID 


Save time flying 
to spend time Seeing 


AUSTRALIA 
—Land of variety 


Enjoy so much sooner all Australia offers . . . fly 
QANTAS fast direct route in less than 2 days to 
Sydney. Regular weekly services by modern 
4-engined airliners. First-class cabin service. 33 
years flying experience. Consult your Travel Agent. 


Qantas Empire Airways LtJ. in assoc. with B.O.A.C. and TEAL 


Agents: JARDINE, MATHESON & CO. LTD. Telephone: 27794, 59161 


and all leading Travel Agents 
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50 YEARS 


EXPERIENCE AT YOUR SERVICE 
To 


| SOUTH AFRICA 


and 


SOUTH AMERICA JV. VY. 


Regular Monthly Fast Express Service by our well-known vessels 
BOISSEVAIN, RUYS, TEGELBERG etc. 


To 

BRITISH EAST AFRICA 
and 

SOUTH AFRICA V. VY. 


Regular Monthly Service 
Accepting Transhipment Cargo on Through Bills of Lading 


To 
West African Destinations 


To 
SINGAPORE AND INDONESIA 


Regular Fast Service by Our New Comfortable Vessels 
TJIWANGI/TJILUWAH every 2nd and 16th of each month. 


Refrigerated cargo space, cargo oil tanks, 
and strongroom compartments available 


To 
JAPAN AND INDONESIA 
(inctudins BALI) 


Special Holiday Roundtrip Fares 


Agents for 
HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 


Offices in Hongkong, Japan, Philippines, Indonesia, 
Sydney, Durban, Buenos Aires, Amsterdam. 
AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


ROYAL INTEROCEAN LINES 


King’s Bldg. ground floor, Tels. 28015/13. Hong Kong 


It doubles your choice of service 
to Europe! Choose from either 
de luxe PRESIDENT service or 
thrifty RAINBOW service aboard 
the same big Super-6 Clipper* 


With PRESIDENT service, you enjoy all these 
luxuries: Pan Am’s famous Sleeperette* seats. 
Superb meals, bar service, vintage wines, cour- 
teous cabin attendants, 


With RAINBOW service, you enjoy the finest 
in tourist travel! Big, comfortable reclining 
seats, delicious meals at no extra charge, 
courteous cabin attendants. 


Now on Super-6 Clippers to Beirut, Rome and Paris, 
On double-decked “Strato” Clippers to the 
U.S.A. from Manila. 


For reservations, call your Travel Agent or 
Alexandra House, Phone 37031, Hong Kong 
Peninsula Hotel, Phone 57694, Kowloon 


*Trade-Masks, Pan Amertean World Airways, Inc, 


PAN AMERICAN 


#. S. Now—fly The Rainbow Round the World for only $1366.60 
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DODWELL COMPANY 
LTD. 


HONGKONG & SHANGHAI BANK 
BUILDING 


HONG KONG 
P.O. Box No. 36 Telephone No. 28021 


Importers, Exporters, Shipping and 
Insurance Agents, Machinery and 
Contracting Engineers, Refrigeration 
Engineers, Office Equipment Experts, 
Wines and Spirits Stockists, Suppliers 
of Ships’ Paints, Provisions and 
Pharmaceuticals. 


HEAD OFFICE: 
24, ST. MARY AXE, LONDON, E.C.3 


BRANCHES: 


HONG KONG MANILA 
TOKYO NEW YORK 
YOKOHAMA VANCOUVER 
NAGOYA COLOMBO 
KOBE CANTON’ 
OSAKA FOOCHOW" 


* Business temporarily suspended. 


SUBSIDIARIES :— 
Dodsal Limited, Bombay. 
Dodwell & Co., (Aust.) Pty. Ltd., Australia. 


Dodwell & Co. (East Africa) Ltd., Nairobi, 
Kenya. 


Gardner Diesel Engines, Ltd., Vancouver 


JARDINE, MATHESON 
& CO., LTD. 


14/18, PEDDER STREET, 
HONG KONG 


HONG KONG, CHINA, JAPAN 
TAIWAN & KOREA 


Importers and Exporters, 

Tea and General Merchants, 

Insurance, Shipping and 
Air Transport 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line 

The Hong Kong Fire Insurance Co., Ltd. 
Jardine Aircraft Maintenance Co., Ltd. 


GENERAL AGENTS: 


Lombard Insurance Co., Limited 
British Overseas Airways Corporation 


AGENTS: 


Glen Line Limited 

Royal Mail Lines Limited 

Prince Line Limited 

Western Canada Steamships Co., Ltd. 
Pacific Transport Lines, Inc. 

Furness, Withy & Co., Ltd. 

The Union-Castle Mail Steamship Co., Ltd. 
Alliance Assurance Co., Ltd. 

Atlas Assurance Co., Ltd. 

Queensland Insurance Co., Ltd. 

Bankers and Traders Insurance Co., Ltd. 
Triton Insurance Co., Ltd. 

Thistle Insurance Co., Ltd. 

The Legal Insurance Co., Ltd. 

Economic Insurance Co., Ltd. 

The Employers’ Liability Assurance Corp., Ltd. 
The Merchants’ Marine Insurance Co., Ltd. 
Hong Kong Airways Limited 


—— 


THE JARDINE ENGINEERING 
CORPORATION LIMITED. 
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MAERSK LINE) 


Managed by 
A.P. MOLLER, COPENHAGEN 
General Agents U.S.A. 

MOLLER STEAMSHIP COMPANY INC., 

NEW YORK 
Fast Fortnightly Sailings To: 
NEW YORK, BOSTON, BALTIMORE & 
PHILADELPHIA 
via 


JAPAN, SAN FRANCISCO, LOS ANGELES & 
PANAMA 


M.S. “NICOLINE MAERSK”... .... June 22 


Accepting Transhipment Cargo on Through 
Bills of Lading for Central and South 
America, Caribbean and Gulf Ports. 
Special Strongroom Compartments & 

Refrigerated Cargo Space. 


Arrivals from U.S.A. 


Sourabaya, Macassar & Balik 


Papan via Manila 


M.S. “LEXA MAERSK” 7 June 26 
Sailings to India, Pakistan & P. Gulf 
M.S. “MATHILDE MAERSK” .... .... July 7 
M.S. *“EMILIE MAERSK” ..... .... .... Aug. 7 

Arrivals from Persian Gulf & India 
MS. “KIRSTEN MAERSE” .... .... :... July 3 
M.S. “AGNETE MAERSK” .... ...."... July 24 

Sailings to Djakarta, Semarang, 
| MS. “VIBEKE MAERSK” .... .... .... July 9 

For Freight & Further Particulars 
Please apply to: 
JEBSEN & CO. 

Pedder Building. Tel: 36066-9. 


Chinese Freight Booking Office 
27, Connaught Rd., C. Tel: 20361. 


Dates and rotation subject to change without notice. 
At liberty to proceed via other ports to 
load/discharge cargo 


THE 


HONG KONG EASTERN SHIPPING 
COMPANY, LIMITED 


Shipowners, Shipping Agents & Brokers 


“Caxton House’, 2nd floor, 1 Duddell Street, Hongkong 
Telephone: 27751 — All Departments. 


Cable Address: 


*RYMAC” HONG KONG 


CODE USED 
NEW BOE 


Branches: 


JAPAN: Tokyo, Kobe, Osaka and Yokohama 
AUSTRALIA: Sydney 


Representatives 
HOLME RINGER & COMPANY LTD. JAPAN: 


MOJI, NAGASAKI, KURE, TOKYUYAMA, 
YAWATA, TSUKUMI, SASEBO 


Cable Address: Holringer-Japan 


HOLME RINGER & COMPANY LTD. KOREA: 
# PUSAN, INCHON, AND SEOUL. 


Cable Address: Ringer-Pusan 


COVE & BEECHAM, LTD. — LONDON 
Cable Address: Emgesco London. 


Managers: 


RYMO PANAMA, S. A. 


Shipping Agents: 
Eastern Mining & Metals Co., Ltd. 
Osaka Shosen Kaisha, Japan 
Kansai Kisen Kaisha, Japan 
The Scindia Steam Nav. Co., Ltd., Bombay 
The Eastern Shipping Corporation Ltd. Bombay 
States Marine Corporation, New York 


Registered Office: 
HOLME RINGER & CO., LTD. 


SOUTHERN MARINE & MERCANTILE 
COMPANY, LIMITED 
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